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When Companies of the Royal-Liverpool Groups 
first began serving the insuring public the city 
of New Orleans, with its hand on the pulse of 
the great Mississippi River system, was as foreign 
to Eastern America as Paris, France. Indeed, 
this so-called ‘‘Paris of the South’’ was, until the 
advent of steamboating, much less ac- 

cessible than the European city. 


Like the steamboat which brought 
transportation and commerce to this 
vast central domain, Royal-Liverpool 
Companies pioneered in bringing to it 
the security of insurance protection so 
vitally important to permanent progress. 
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The Liverpool & London & Globe Insurance 
Company Limited established what is now the 
oldest insurance office in New Orleans. Royal- 
Liverpool protection followed the paddlewheels of 
the packets to the farthest reaches of the rivers. 
Famed steamboat ports of call--Natchez, Vicksburg, 
Memphis, Cairo, St. Louis, Dubuque, 
LaCrosse, St. Paul, on the Mississippi; 
Louisville, Cincinnati, Pittsburgh, on 
the Ohio; Kansas City, Omaha, Pierre, 
on the Missouri are only part of a long 
roster of American cities where Royal- 
Liverpool Companies pioneered sound 
insurance to the American people. 


ROYAL: LIVERPOOL GROUPS 


ONE HUNDRED FIFTY WILLIAM STREET, NEW YORK, N. Y. 


AMERICAN & FOREIGN INSURANCE COMPANY ¢« SRITISH & FOREIGN MARINE INSURANCE COMPANY, LTD. ¢ CAPITAL FIRE INSURANCE COMPANY OF CALIFORNIA 
THE LIVERPOOL & LONDON & GLOBE INSURANCE CO. LTD. ¢ THAMES & MERSEY MARINE INSURANCE COMPANY, LTD. « QUEEN INSURANCE COMPANY OF AMERICA 
FEDERAL UNION INSURANCE COMPANY ¢ THE NEWARK FIRE INSURANCE COMPANY ¢ ROYAL INSURANCE COMPANY, LTD. © STAR INSURANCE COMPANY OF AMERICA 
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SPECIFY 


HOOPER-HOLMES 
REPORTS -— 


"It is particularly gratifying when I can say 
that this is the first time that I have ever 
written any organization and complimented them 
on the service given." 





2, ertainly, enjoy yourself during yout 


VACATION 


but give a thought to the puture, too. 


(Planning ahead is the best way to 
ensure happy tomorrows as well.) 


Gendreau 


VIMO LETTE a) Credit 


Please send me details of your Credit and Collection Course, without obligation to me. 


1 Park Ave. 
New York 
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The customer decides 


Much credit is due the American Bar Association for 
improved standards of qualifications to practice law. In 
ly most states the requirements for a license to practice law 
are being constantly made more rigid. Examinations 
are given only after thorough investigation of the applicant’s 
fitness and character. This is a long step in the right direc- 
tion from the old custom of allowing everyone who so chose 
to practice before the courts. It evidences the desire to safe- 
guard the service element which should always be the dis- 
tinguishing characteristic of a profession. 


The necessity of a license to practice law, however, should 
not be used as a means of seeking to monopolize business 
through a continuous expansion of the interpretation of what 
is the practice of law. Business monopoly, by no stretch of 
the imagination, should be possible under an interpretation 
of what constitutes the practice of law. Depression periods 
must be borne by attorneys as well as by others. These 
periods should not be availed of to seek to direct to attorneys 
a volume of business not involving legal practice and hereto- 
fore flowing into diverse channels best adapted to handle 
these problems. 


In the end any attempt to use the licensing provision to 
expand the work of the lawyer beyond strictly legal work 
will have but one result, viz., a breaking down of the stand- 
ards of the practice of law. 


Some problems of purely business administration, thirty or 
forty years ago, were in many instances handled by lawyers. 
These problems did not deal, except perhaps indirectly, with 
the practice of law. While a number of business-minded 
attorneys handled these problems with efficiency, unfortu- 
nately too large a minority which specialized in this work did 
not give such a good account of their labors. 


It was but natural, therefore, that commercial organizations 
undertook this strictly commercial work. Their performance, 
although perhaps no better than the business-minded, well- 
qualified lawyer, was on the average considerably better than 
the performance by the average attorney engaged in this 
work, 


Little wonder, then, that this business grew in the hands 
of commercial interests. In some instances, just as has been 
the experience with attorneys, the strictly business end of the 
problem was not divorced from the legal end, with the result 
that some commercial institutions and business men stepped 
over the line and practiced law. Where, however, the legal 
work involved in these business problems was disposed of 
by attorneys and the business problems by commercial 
interest, the results were generally an improvement over past 
experiences. 


Out of court adjustments and collections is a case in point. 
These did not grow in commercial organizations by mere 
accident; they grew in volume because of the better per- 
formance, on the average, of commercial organizations. 
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Our own organization is composed of industrialists, whole- 
salers and bankers. They might be termed our clients. These 
same people compose the clientele of attorneys. Both attor- 
neys and ourselves serve the same customers. This organiza- 
tion does not seek, nor will it sanction any of its afhliated 
approved units, to engage in the practice of law. Our mem- 
bers should not and will not expect this. This organization, 
however, does seek its constitutional right of handling business 
problems, pledging itself at all times to refer the legal prob- 
lems involved to well-qualified attorneys designated by the 
member or parties involved. 


This organization would normally oppose any move- 
ment tending to break down the sala required for the 
practice of law, such as the introduction of bills auto- 
matically qualifying almost anyone who had a smattering 
of legal knowledge to practice law. It would stand side by 
side with the American Bar in fighting such a movement. 
It does hope, however, that the American Bar will recognize 
that there is a place for such organizations as ours and that 
commercial organizations have an inherent constitutional 
right to handle business problems which do not involve the 
practice of law. If the American Bar recognizes this, there 
is little danger to the program of a constantly improved 
personnel in the legal profession. 


Since our mutual customer is the man who really employs 
both of us, we believe his viewpoint should be taken into 
consideration, not on the technical side—for there can be 
no argument about the fact that unqualified people should 


not practice law—but rather upon the general business 
problem. 


We further believe that in an endeavor to arrive at a solu- 
tion to this problem, it is best to have the American Bar 
define the practice of law, have a mutual conference upon 
marginal practices, and as result of these mutual confer- 


ences both of us work for the best interests of our members 
and clients. 


Consistent refusal to define the practice of law, in the 
hope a broad interpretation will be given the subject by the 
courts, is in itself an admission of the uncertainty of what 
is actually the practice of law. 


The commercial interests have built up efficient facilities 
to dispose of these commercial problems. It is a specialized 
work involving business skill. It is unlikely the customer 
will abandon these facilities. The decision rests with him. 
In fairness to the customer the Bar and the Credit Associa- 
tion ought to work closely together for their customer’s in- 
terest. The test of any undertaking is the service rendered. 
An approach to any problem that does not take into account 
the service element is unsound. 


The customer decides. Our members should appraise at- 
torneys of the worthwhile services their organization renders. 
These they desire maintained. They do not seek to practice 
law in maintaining them. 


Executive Manager, N.A.C.M. 
























































Corporate reorganizations 


under Section 77B 


by JOHN GERDES, Professor of Law, New York Uni- 


versity and Member, National Bankruptcy Conference. 


Statutes are intended to accomplish 

two results: 1. Relieve a worthy 

debtor of the burden of his debts, 
and enable him to make a fresh start 
in the battle for economic existence; and 
2. Secure an equitable distribution of 
the assets of the debtor among his credi- 
tors, so that some creditors may not ob- 
tain an unjust proportion of those assets 
at the expense of other creditors. These 
are the objectives of a bankruptcy pro- 
ceeding. They are also the objectives of 
proceedings under Section 77B. 

The essential differences between 
these proceedings lie in the different 
methods by which the second of these 
objectives is sought. Both proceedings 
recognize that a physical division of the 
debtor's assets is impractical. Bank- 
ruptcy provides a procedure for reduc- 
ing all the assets to cash, since cash 
lends itself to accurate and minute divi- 
sion. Upon conversion of the assets to 
money, the money may readily be di- 
vided into such varying portions as may 
be necessary to recognize the varying in- 
terests of creditors. The aim of a bank- 
ruptcy proceeding, therefore, is an 
immediate sale of the assets and a dis- 
tribution of the cash proceeds to the 
creditors. 

Liquidation of this type may not re- 
sult in injustice when the debtor is 
small, or where its assets have a ready 
market and may be sold without undue 
sacrifice of values. But in the case of 
large corporations possessing plants and 
other assets for which there is no mar- 
ket, it is extremely wasteful. The very 
size and complexity of the enterprize 
which gave it its original worth make a 
real liquidation through immediate sale 
a practical impossibility. An indepen- 


Modern insolvency and bankruptcy 
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dent buyer who is prepared to pay in 
cash a price commensurate with the true 
value of the property can rarely, if ever, 
be found. 

A forced sale is destructive of all in- 
trinsic worth, ruinous to creditors and 
debtors alike. Only a small fraction of 
the real intrinsic values is realized. The 
good will of the business is lost because 
operations are discontinued. Stockhold- 
ers receive nothing and creditors get 
only a small proportion of their claims. 
Official records show that unsecured 
general creditors receive an average of 
only between 3% and 4% of the 
amounts of their claims in bankruptcy 
proceedings. 

It is the aim of reorganization under 


Section 77B to prevent this sacrifice. Re- . 


Organization attempts to preserve the 
value of the assets by dispensing with 
the necessity of their immediate sale. 
It preserves the value of the corpora- 
tion’s good will by insuring continuity 
of business operation. Instead of a 
physical division of the assets of the 
debtor, which is impractical, or a divi- 
sion of money received on the sale of 
such assets, which is wasteful, Section 
77B provides for the delivery of the as- 
sets to a reorganized and financially 
sound corporation which is either owned 
in whole or in part by the old creditors, 
or which assumes payment of their 
claims. 

In many instances, of course, bank- 
ruptcy is to be preferred to reorganiza- 
tion. The corporation may have no real 
future. It may have no good will to 
preserve. All of its assets may have been 
dissipated. Or, the situation may be 
such that reorganization, no matter how 
drastic, will not enable the corporation 
to escape further losses if the business 
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is continued. In such cases, bankruptcy 
liquidation is the only adequate remedy. 
But where a readjustment of the cor- 
poration’s indebtedness will enable it 
to continue in business with profit and 
where its assets would be needlessly sac- 
rificed by an immediate and compulsory 
sale for cash, the persons who are inter- 
ested in the corporation are bound to 
benefit by a reorganization. 

Prior to the enactment of Section 
77B, reorganization ordinarily was ef- 
fected through an equity receivership. 
Proceedings under Section 77B are de- 
signed to supersede equity receiverships 
and to eliminate many of the defects and 
shortcomings of equity receiverships. 


Ancillary receiverships 

In equity receiverships, for example, 
the court appointing a receiver for an 
ordinary corporation has jurisdiction 
only over the debtor’s property in the 
district in which the court sits. In order 
to secure control over all the debtor's 
property it is necessary to have an ancil- 
lary receiver appointed by the court of 
every district in which the debtor has 
property. Such ancillary receiverships 
are umnecessary in a proceeding under 
Section 77B because the trustee ap- 
pointed by the court in which the pro- 
ceedings are instituted has legal title to 
the debtor’s assets in every part of the 
United States. 

The abolition of ancillary receiver- 

ips results in large savings. The fees 
of only one set of court officers need be 
paid. Costs are taxed in only one pro- 
ceeding. Only one set of attorneys is 
required. In large equity receiverships, 
the duplication of such items has run 
the costs of administration into stupend- 
ous figures. 

The elimination of ancillary receiver- 
ships also produces a unity of control 
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which is highly desirable in the admin- 
istration of a debtor estate. Although 
the custom in equity receiverships is to 
appoint one or more of the principal re- 
ceivers as ancillary receivers, this has 
not always been done. The result has 
sometimes been dissension and lack of 
cooperation. 


Obstruction by minority creditors 

Unless there is unanimous consent by 
the creditors and stockholders to a plan 
of reorganization in an equity receiver- 
ship, it is necessary either to buy off the 
dissenters at their own price or to con- 
duct a judicial sale of all of the debtor's 
assets. Such a sale is usually an expen- 
sive and futile gesture because in most 
cases no real competition is possible and 
the purchase must be by the proponents 
of the reorganization. Yet the sale can 
not be avoided because the equity court 
lacks the power to compel the minority 
to participate in the reorganization re- 
gardless of its fairness. 

Section 77B eliminates this obstacle 
by providing that the acceptance of a 
plan by two-thirds of a class of credi- 
tors, or by a majority of a class of stock- 
holders, binds the remaining members 
of the class if the court finds the plan 
to be fair and equitable. The minority 
members of such classes must accept the 
securities allotted under the plan, there- 
by dispensing with the necessity of rais- 
ing cash to buy off minorities or to pay 
them their proportionate share of the 
sale price. 

There is no principle in morals or in 
equity which gives a small minority a 
vested right to sacrifice the interests of 
the much greater number by insisting 
upon a division of the assets in a way 
which can only result in damaging loss 
to all who are interested. The dissent- 
ing creditor is not compelled to surren- 
der any part of the value of his claim, 
nor any part of his share of the property 
available for his claim. What is taken 
from him is the arbitrary power to frus- 
trate and defeat the wishes of the great 
majority of those having a common in- 
terest in the property of the debtor and 
to defeat the consummation of a pro- 
gram which satisfies them and has won 
judicial approval. 


Supervening bankruptcy 

If the corporation is actually in- 
solvent, it may be placed in bankruptcy 
at any time within four months after 
an equity receiver has been appointed. 
The bankruptcy court in such cases en- 
joys paramount jurisdiction and ousts 
the equity court from further power 
over the debtor’s property. 





@ Has debtor-leniency swung too far away 
from the debtor prison of the middle ages? 


Section 77B reverses this situation. 
Even after bankruptcy has been insti- 
tuted, proceedings under Section 77B 
may still be initiated. If advantage is 
taken of this privilege, the proceedings 
under Section 77B become paramount to 
the bankruptcy proceedings. If a fore- 
closure suit is pending, the court under 
Section 77B may not only stay such suit, 
but may compel any receiver appointed 
in the foreclosure suit to turn over the 
property in his possession to the trustee 
appointed under Section 77B. 


Initiation of proceedings 

An equity receivership proceeding 
cannot be initiated by the debtor. It 
must be initiated by.a judgment creditor. 
Only if the debtor consents, may it be 
initiated by a creditor who has no un- 
satisfied judgment. When based on the 
consent of the debtor, it is known as a 
“consent” receivership. 

Section 77B provides that the pro- 
ceeding may be initiated by the debtor 
or by any three creditors who hold 
claims aggregating $1000 in excess of 
the value of the security held by them. 

The claims of secured creditors can 
not be affected in either bankruptcy 
proceedings or in equity receiverships. 
In proceedings under 77B, secured cred- 
itors, as well as unsecured creditors, are 
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subject to the jurisdiction of the court. 

As proceedings under Section 77B 
contemplate reorganization rather than a 
sale of the assets of the debtor and a 
distribution of the proceeds among cred- 
itors, the goal and aim of the 
proceedings are the preparation and 
consummation of a plan of reorganiza- 
tion. The plan sets forth the details 
of the reorganization and provides for 
the participation of creditors and stock- 
holders in the reorganized corporation. 

A plan may be proposed if it has 
been approved by the debtor or if it has 
been approved by not less than 25% 
in amount of any class of creditors and 
not less than 10% in amount of all 
claims, or, when the debtor is solvent, 
if it has been approved by not less than 
10% of any class of outstanding stock 
and not less than 5% of all outstanding 
shares. 

The plan is effective after it has been 
confirmed by the court. 

Various provisions of Section 77B 
protect the rights of creditors under a 
plan of reorganization. 

A creditor cannot be compelled to 
accept the securities of the reorganized 
corporation unless two-thirds in amount 
of the class of creditors of which he is 
a member assent to the plan. And even 
then he can be compelled to accept the 
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securities only if the court finds that the 
securities fairly represent his interest in 
the assets of the debtor. 


The court must also find that the plan 
is fair and equitable and does not dis- 
criminate in favor of any class of credi- 
tors or stockholders. 


In determining the fairness of the 
plan, the legal priorities and preferences 
of créditors must be recognized. A 
stockholder may be given no interest in 
the reorganized corporation unless the 
debtor's assets are more than sufficient to 
pay all of its creditors. Only then may 
the stockholders be recognized as having 
an interest in the reorganized corpora- 
tion. The view that stockholders may 
receive an interest without fully provid- 
ing for the claims of creditors is unten- 
able in the light of the recent opinion 
of the United States Supreme Court in 
which the Frazier-Lemke Act was de- 
clared unconstitutional. It is now clear 
that any effort to take from creditors any 
part of their interest in the property of 
the debtor in order to give such interest 
to the stockholders is unconstitutional. 


Classification of creditors 

The importance of determining the 
classes of creditors is apparent when it 
is considered that all the creditors in 
each class are bound to accept the pro- 
vision which the plan makes for that 
class if two-thirds of the class assent 
to the plan and if the court finds it fair 
and equitable. In determining whether 
a plan is fair and equitable, the courts 
will also give great weight to the fact 
that the plan has been approved by two- 
thirds of the class of which the object- 
ing creditor is a member. 


There have been no decisions clearly 
indicating the basis upon which classi- 
fication should be made, but the spirit 
and purposes of the Section seem to re- 
quire the establishment of a different 
class for each group of creditors having 
different interests. Secured creditors 
should be in a class different from un- 
secured creditors since they have specific 
legal rights against specific property of 
the debtor. Secured creditors having dif- 
ferent security should be in different 
classes. A creditor having security val- 
ued at ten times the amount of his claim 
should not be placed in the same class 
with a creditor having security with a 
value which is only one-tenth of the 
amount of his claim. In the first case 
the creditor should receive the full value 
of his claim. In the other. case, except 
as to the one-tenth of his claim which 
is secured, the creditor should partici- 
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pate in the reorganization plan only as 
an unsecured creditor. It is therefore 
apparent that both creditors may not 
fairly be afforded the same treatment 
and therefore should not be put in the 
same class. 

All unsecured creditors should be 
placed in one class except those who 
have a priority under the law. Those 
having the same priority should be in 
the same class. Relative priorities 
should be recognized in different classes. 


Protection for the non-assenting, 
Failure to secure the consent of two- 


thirds of each class of creditors does 
not make it impossible to consummate 
a plan of reorganization under Section 


77B. The Section makes provision for 
this contingency and authorizes the con- 
firmation of a plan in such cases if 
special provision is made for the pro- 
tection of the dissenting classes of 


creditors. The value of their interest 
in the debtor's property may be pre- 
served by selling the property subject 
to their claims, or by the retention of the 
property by the reorganized corporation 
subject to such claims. Or, the prop- 
erty may be sold, free and clear of the 
claims of such creditors, at not less than 
a fair upset price, and the claims trans- 
ferred to the proceeds of the sale. Or, 
the appraised value of the interest of 
the creditors in the property may be 
paid in cash. Or, their interest may be 
protected in some other equitable or fair 
manner. 

It is only in rare situations that a re- 
Organization is practical without the 
consent of two-thirds of the unsecured 
creditors. The strength of the position 
of the class of unsecured creditors, if 
two-thirds of the class has not assented 
to the plan, is apparent from an exam- 
ination of the possible provisions which 
must be made for the protection of their 
claims. 

The first possibility is the preserva- 
tion of their interest in the debtor's 
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property by selling the property subject 
to their claims or by permitting the 
reorganized corporation to hold the 
property subject to their claims. This 
provision is intended primarily for the 
protection of secured creditors who have 
liens against specific property. If ap- 
plied to umsecured creditors it seems 
to call for the immediate payment in 
cash of claims of creditors which are 
overdue, the assumption of unmatured 
claims by the reorganized or new cor- 
poration, and the creation of a lien 
against all of the property of the old 
corporation except such property as may 
have been sold to satisfy prior liens. 

The second possibility is a sale of 
the property subject to the claims of 
such creditors at not less than a fair 
upset price, and a transfer of their 
claims to the proceeds of the sale. Since 
unsecured creditors have no claim 
against specific property, it would be 
necessary to sell all the property of the 
debtor. The practical result would be 
substantially the same as if liquidation 
had occurred in bankruptcy or through 
an equity receivership. 

The third possible protection for a 
non-assenting class of creditors is an 
appraisal of the value of their interest 
in the debtor and the payment of such 
value in cash. This would probably re- 
sult in a larger cash payment than 
through a liquidation in bankruptcy or 
equity receivership, since the appraisal 
would necessarily be based upon the rea- 
sonable value of the assets rather than 
upon their value at a forced sale. 

The fourth and last possible com- 
pulsory protection for mnon-assenting 
creditors is the protection of their in- 
terest in some equitable or fair manner. 
The meaning of this provision is not 
clear. It is doubtful whether the courts 
will give approval to any method other 
than those already discussed. One deci- 
sion has already held that creditors may 
not be compelled to accept securities of 
the new corporation under this method. 
The decision seems sound. It is in ac- 
cord with the opinion (Cont. on p. 28) 
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Loans to industry — 


here and in Europe 


by W. H. POUCH, Past President, N.A.C.M., and Chairman, 


Industrial Advisory Committee, Federal Reserve Bank, New York 


This would seem to be the right 
time to size up the results of the 

\y Federal Reserve banks’ loans to in- 

dustry. The figures are now avail- 
able summing up the first full year of 
this work under Section 13b of the Fed- 
eral Reserve Act. There is also now at 
hand for purposes of comparison a 
study of loans to industry abroad. The 
latter report makes interesting reading 
in view of the demands that are still 
being heard for new credit facilities for 
small industry in addition to what is 
now being done thru the R.F.C. and the 
Reserve banks. Here, apparently, is 
one thing that is not being done better 
abroad. 

This report on European lending was 
the feature of the last Washington 
meeting of the Industrial Advisory 
Committees of the twelve Reserve dis- 
tricts—the committees of business men 
giving their time, energy and thought 
to aiding the Reserve banks in making 
these 13b loans. The chairman of this 
group of chairmen is Mr. Albert M. 
Creighton of Boston. He had gone to 
Europe on his own initiative to find out 
what, if anything, was being done com- 
parable to the Reserve banks’ 13b ac- 
tivity, and had spent six weeks in Eng- 
land, Germany, France, Austria and 
Poland, besides studying all statistical 
data available in Washington. 

In Germany Mr. Creighton found 
credit completely controlled by the 
Government. The nearest thing to the 
industrial loan functions of the R.F.C. 
and the Reserve banks is the small-scale 
lending to small sized business units by 
the Industriebank, which was originally 
started to help raise reparation pay- 
ments. Practically nothing has been 
done in France, Poland, or Austria. 

But the English experience is of 
more value. In England there was the 


same complaint as there was here, to 
the effect that the small business man 
could not get credit. And so, in June 
1934 (the very time Section 13b was 
adopted) there was established Credit 
for Industry, Inc., partially and indi- 
rectly owned by the Bank of England. 
The English experience was that the 
emergency had been greatly overadver- 
tised, since the rush of applicants at the 
beginning was ‘made up largely of 
would-be borrowers who had no reason- 
able basis for credit, or who actually 
had no businesses of their own, but 
merely felt that they could build up a 
business if somebody would furnish the 
money. Altogether this C.F.I. has 
loaned only $1,500,000, although it is 
expected that there will be more bor- 
rowing with any revival in industry, 
and bankers think that there is a def- 
inite place for this type of organization 
in British finance. This company will 
lend for fixed capital and working cap- 
ital up to twenty years and in sums as 
large as $250,000. So far the loans 
have ranged from $500 to $150,000. 
Looking over the European field in 
general and comparing it with the 
United States, Mr. Creighton notes that 
“the most significant difference in point 
of view is that the European govern- 
mental policy is definitely directed 
toward discouraging aid to inefficient 
and submarginal concerns, and it is 
even desired, particularly in Germany 
and in England, to eliminate them com- 
pletely from the industry as a whole.” 
He concludes emphatically that “the 
Federal Reserve banks under Section 
13b have done far more for the small 
industrialist than has been done any- 
where in Europe.” Mr. Creighton is 
convinced the credit now available in 
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the Reserve banks and in the R.F.C. 
completely covers the needs and desires 
of American business, and that these 
agencies “should be allowed to function 
as at present, with no thought of sup- 
plementing this work with additional 
plans for the making of sound loans to 
industry.” 

The fact that the Industrial Advisory 
Committees are taking their jobs seri- 
ously is again proved by the fact that so 
many of them were willing to go to 
Washington in mid-summer to hear 
Mr. Creighton’s report, compare notes 
with each other, and to consult with 
the Federal Reserve Board. Of the 
twelve districts, the only ones unrepre- 
sented were No. 5, Richmond, and No. 
10, Kansas City. The close contact of 
these representative business men, both 
with their own banks and with the Fed- 
eral Reserve Board, is one extremely 
valuable development of Section 13b 
that had not been anticipated. The 
benefit is mutual; the business men un- 
derstand the Reserve System better, and 
the members and staff of the Reserve 
Board and the Reserve banks are the 
better for their intimate association with 
active business men. 

In view of the small total lendings 
of the only British organization in the 
field—$1,500,000 by the C.F.I.—it is 
interesting to glance at the figures for 
the first twelve months of the existence 
of Section 13b—June 19, 1934 to June 
19, 1935. In this period, 6,571 loan 
applications have been received in the 
total amount of $260,000,000, advisory 
committees have approved 1,798 loans 
with a total of $100,751,000, and the 
Reserve banks have approved 1,636 
with a total of $88,601,000. Actual 
advances by the Reserve banks have 
amounted to $31,447,000, with com- 
mitments for an additional $20,404,- 
000, or a total of $51,851,000. About 
half of the loans and more than half 
of the money loaned have been for 
maturities of from three to five years. 
The largest loan so far made is for $6,- 
000,000; the smallest, $250. Of 633 
loans made up to May 29, only 48 ex- 
ceeded $100,000. 

Since the money available for 13b 
loans from the Federal Reserve banks 
amounts to a little less than $280,000,- 
000, it will be seen that about a third 
of the money is now spoken for. The 
rest should be taken up rapidly as busi- 
ness men become aware of the oppor- 
tunities, and as banks realize the 
advantages in participating with the Re- 
serve banks in such loans. (Cont. on p. 23) 
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Credit 


union: 


1935 edition 


by ROY F. BERGENGREN 


average wage workers. They are 
managed by officers of their own 
choosing—average wage workers. 

The thirty six hundred credit unions 
now operating spread over forty odd 
states and include within their member- 
ship three quarters of a million working 
people. Their number is now increas- 
ing at the rate of a hundred and twenty 
five new credit unions per month—the 
per annum average growth of five years 
ago. Over six thousand new members 
are joining credit unions in the United 
States each and every week. 

Composed of men and women who 
are hardest hit by the depression and 
without the protection of central organi- 
zation or the control of their own sources 
of emergency credit, they have come 
through the five frightful years of de- 
pression with the finest record ever es- 
tablished ‘by any form of banking under 
conditions of parallel severity. 

In the process of fathering credit 
union state laws in forty two states and 
sponsoring through the 74th Congress 
the Federal credit union bill which 
makes credit union organization possi- 
ble any place where the American flag 
flies and in the course of organizing, one 
way or another, thousands of credit 
unions, I have had a rather extraor- 
dinary contact with men and women 
who work for a living. 

I have been going among them with 
the credit union story for fourteen 
crowded years. 

I have formed a few conclusions con- 
cerning them and, before devoting much 
space to the credit union, will state some 
of those conclusions because the basis 
of my conclusions relative to the part 
the credit union has to play during the 
period of difficult economic readjust- 


os unions are organizations of 
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ment which is ahead of us is based on 
the relationship of the credit union to 
these conclusions. 


First as to the fundamental character 
of working people in America; I have 
many friends who are vastly afraid of 
communism. To them the term con- 
notes any interruption of so much of 
their individual plans of life as they 
would find unpleasant. They oppose 
any proposed changes in the political or 
economic order with the same forebod- 
ings as inspired the frightened tories to 
migrate to Canada during the early 
stages of the American revolution. The 
only evils which they would have cor- 
rected concern this effort or that in 
economic progress which they have rea- 
soned out to take issue with the main- 
tainance of the status quo at the time 
when it was most satisfactory. 


For these timid souls may I advance 
the theory that, as a group, the men and 
women who man our industries and 
work our farms are the most ultra con- 
servative group in the world. They 
could be turned sour only by such pro- 
longed and uncorrected social and eco- 
nomic injustice as would turn into 
radicals those who, in the body politic, 
most lean to conservatism. 


It has seemed to me that if all the 
people who work for a living in Amer- 
ica could get together in a great meeting 
and adopt a platform which would in- 
corporate their objectives and desires 
the platform would have very few 
planks in it and they could be stated 
with great brevity. Let us assume the 
task of writing a platform for the great 
masses of the people organized in a new 
political party to be known, possibly, as 
the Happiness Attainment Party—the 
HAPs! 
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HAPPINESS ATTAINMENT PLATFORM 


(1) We seek happiness. We would 
attain it by: 

(a) Work—with enough pay so 
that we can buy for cash the 
things reasonably available 
and necessary for the abund- 
ant life—and with short 
enough hours for the enjoy- 
ment of those things. 
Protection for dependents in 
the event of the death of the 
worker—to be attained by in- 
surance on his life in amount 
scientifically adjusted to his 
needs and without profit or 
any form of exploitation. 


Certainty of income during 
periods of unemployment to 
be attained by a fair plan of 
unemployment insurance, 
properly capitalized by cooper- 
ation of worker employer and 
the state. 


We seek increasingly such evolu- 
tionary changes in the economic 
system as will eventually create for 
us on this continent a nation gov- 
erned by institutions, economic as 
well as political, which shall be 
truly of the people, for the people 
and by the people. 

We seek that peace among all 
mankind which passeth all under- 
standing and comprehension 
simply because we the people, who 
fight the wars and suffer their in- 
evitable aftermath, allow bad lead- 
ership to involve us in them. 

We may reasonably attain these sim- 
ple objectives of the Happiness Attain- 
ment Party if we resolutely surrender 
some of the results of years of bad 
thinking, results which we designate as 
‘precedents’ and turn, with equal resolu- 
tion, to the evolutionary development 
of obvious corrections in our economic 
practices. 

And this can all be done in an Ameri- 
can way and in fashion completely in 
sympathy with the best political think- 


ing of Jefferson and Lincoln and those 


of the great men, produced in America 
during the relatively short period of our 
national life, who have interpreted for 
us what in reality has been the basic 
purpose of America from the very be- 
ginning. 

What are some of the things which 
must be done? 

If we were turned over to an effici- 
ency expert—a great super-efficiency ex- 
pert, from Mars or some place, one who 
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could make clear decisions unbiased by 
past associations of any sort—wouldn’t 
he reason like this, for example? 

(1) I assume that the frequently pub- 
lished assertion by great leaders in 
American life that, normally, eighty per- 
cent and more of everything that is 
manufactured or grown from the soil 
is bought by men and women who earn 
thirty five dollars a week and less—is 
true. Incidentally I believe it to be an 
accurate statement. 

(2) Therefore I conclude that anything 
which adversely affects their capacity to 
buy things decreases the market for 
things and that (3) a decreased market 
for things makes for industrial depres- 
sion. , 

I detour long enough to prove it this 
way; if, at the end of the current week, 
every employed person, on pay day, 
turned his pay check into money and 
destroyed the money, the purchasing 

wer of the masses of the people 
would be destroyed, trade would be par- 
alyzed and we would usher in a depres- 
sion which would make what we have 
been through the past: five years look, 
by comparison, like a free strawberry 
church festival at which there were so 
many strawberries and everything else 
that those present could not begin to 
complete the consumption of what had 
been provided. 

Now if I—the efficiency expert from 
Mars—am right and prosperity depends 
on the purchasing power of the masses 
of the people, my next normal job is to 
look to that purchasing power as it now 
exists and see what leaks, if any, there 
ate—for enough leaks will destroy the 
dike (the purchasing power of the peo- 
ple) and let in the flood of depression. 


What does the super-efficiency man 
from Mars discover in this matter of 
waste of buying power? 

He finds that unlawful money lenders 
make loans at rates higher than 42% 
per annum in total volume of more than 
one thousand million dollars a year. I 
recall a case which I investigated which 
involved an interest charge of 3600%! 
He finds that the companies licensed 
under the Uniform Small Loans law do 
an annual business (at rates ranging 
from 24 to 42%) of $357,000,000 an- 
nually; that the pawn brokers do a busi- 
ness of about a half billion and that the 
total of the small personal loan business 
is nearly five billion dollars per annum. 
He finds that the people owe on retail 
Open accounts (end of 1932) two and a 
half billion dollars, on installment debts 
One and three quarters billion dollars, 
on life insurance loans (most of which 
will never be repaid and indicate a loss 
















































The credit union conserves the purchasing power of the members by bringing 


thrift and financial backing and money management to the attention of those 


within its group. It is as American in spirit as Main Street. 


of insurance protection) two and a half 
billion dollars, on Veterans’ certificates 
one and a half billion dollars, on over- 
due rents etc., three billion dollars and 
on loans between individuals one and a 
half billion dollars. 

We, the people of the United States, 
are in hock; we are living on next 
week’s pay check; we have mortgaged 
our future to the hilt and we are wast- 
ing a substantial part of our substance 
(hundreds of millions of dollars of cash 
buying power each and every per an- 
num) in interest over-charges for this 
and that sort of credit, at rates which 
should not be tolerated this twentieth 
century after Christ drove the money 
changers out of the temple. 
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Our efficiency expert would then take 
another step; he would analyze the way 
and manner of popular buying; he 
would compare the price of coal in a 
paper bag in December with the per ton 
price in June; he would figure how and 
when and at what price people buy and 
the quality of what they get and then 
compare it with what they would pay 
and what they would get if the masses 
of the people (upon whose buying, I 
repeat, the prosperity of the United 
States depends) could buy at the right 
price, at the right time and be assured of 
the right quality. He would tell us to 
readjust our economic life on the basis 
of service and would then go home, well 
content, like a (Continued on page 27) 
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Budgetary control benefits 


by NICHOLAS J. MERTENS, S. D. Leidesdorf & Co., Certified Public Accountants, New York 


is a most intriguing and compelling 

subject, particularly as one traces 

the changes and developments 
which have taken place to cope with the 
problems which developed during the 
last few decades, as industry expanded 
and intensified. The simple processes of 
trading have gradually been replaced by 
concentrated and scientific means of 
distribution, machines have displaced 
hands, and more efficient and faster ma- 
chines have replaced the earlier, cruder 
and simpler models. Expanded and 
keener competition forced these changes 
and has caused management to adopt 
them. 

Paralleling these physical changes, 
control and accounting methods like- 
wise changed. More definite informa- 
tion in respect to operating costs and 
other essentials of a business became 
acutely necessary, and simple bookkeep- 
ing evolved into present day accounting 
through which operating results may be 
more correctly and clearly recorded, and 
asset and liability statements prepared 
which will more accurately set forth the 
financial position. It is not necessary 
to dwell upon the. adequacy of present 
day accounting methods, as you gentle- 
men, in your daily work, deal with both 
financial and operating statements and 
hence have occasion to know that where 
proper accounting methods are used, all 
pertinent factors of the assets and lia- 
bilities and of the operations are in- 
telligently recorded and clearly set 
forth. 

This recorded information, however, 
is of necessity, of a historical nature, 
since the recording treats only with 
transactions as and when they have 
taken place, and is not a sufficient guide 
either for the direction of a business 
or for the granting of credit. Today, 
the essence of good management is to 
know and understand where the busi- 
ness is headed for and to protect against 
the pitfalls and losses inherent in hap- 
hazard operations. Some means were 
obviously needed through which to 


= The evolution of business practices 
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Budgetary control 

Resolved that it is the firm opinion 
of this 40th Annual Convention that 
the National Association of Credit Men 
should urge throughout business the 
general use of a system of Budgetary 
Control as providing one of the best 
methods of determining quickly whether 
a concern is progressing or is working 
toward a dangerous position. We be- 
lieve that through budgetary control a 
concern has its best assurance of avoid- 
ing dangerous rocks and shoals, and 
there is no chart so reliable in determ- 
ining a business course as is provided by 
an intelligently drafted budget if the 
actual operations of the business as ex- 
pressed in income and expense are 
checked frequently against the budget 
during the course of the year. 


guide the operations of the business, to 
mold its affairs, and to avoid or control 
losses before they take place. Ponder- 
ing over losses, when located by analy- 
sis, after they have occurred, is of no 
avail—the damage has been done. 
Budgetary control fills this need and its 
use constitutes that intangible, yet very 
definite, line between loose, poor man- 
agement, and efficient, intelligent and 
effective management. 

In checking the credit risk it was 
formerly considered, only necessary to 
obtain a copy of the customer's last 
financial statement, in order to ascertain 
his financial condition. While this in- 
formation was important, it did not 
clearly reveal whether the business was 
being operated satisfactorily. 

It was therefore later thought advis- 
able and desirable to obtain a copy of 
the operating statement. At the time 
when these statements are usually re- 
ceived by credit grantors, they are use- 
ful, but, as previously stated, of a 
historical nature and do not set forth 
what has transpired since the effective 
date thereof. 

In those instances where, because of 
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an unsatisfactory financial position or 
poor prior operating results, the ac- 
counts need constant attention, it would 
be very desirable to have the customers 
prepare and submit cash, operating and 
financial budgets in order to ascertain 
what the planned results of their new 
period of operation may be. 

The short time allotted will not per- 
mit of a detailed narration of the nu- 
merous and highly important benefits 
of budgetary control. I shall, there- 
fore, only highlight the most important 
of these benefits. 

The mere introduction into a busi- 
ness of budgetary control does some- 
thing of inestimable value to the 
business and has far reaching effects. 
The very compilation of a budget au- 
tomatically causes the management to 
deal with situations in advance instead 
of condoning them after they have af- 
fected the profits. In order to prepare 
operating budgets correctly each and 
every element of operations including 
the probable volume, the cost of 
production, the direct overhead, the 
indirect overhead, the selling and ad- 
ministrative expense and all other ex- 
penses of business must be reviewed 
and dealt with in advance. Thus, the 
disproportionate costs of operation or 
cost of doing business become known 
in time to administer the necessary cor- 
rectives Or preventatives so as to bring 
them in line with volume and with the 
profit factor. This is of prime impor- 
tance in the management of a business. 
A carefully prepared budget would in- 
dicate the possibilities of eliminating 
losses entirely or at least reducing them 
to a minimum. The saving of each 
dollar of unnecessary costs or of unnec- 
essary expenses has the power and effect 
of three to six times itself in sales 
volume. 

At this point it is desirable to em- 
phasize that the preparation of a budget 
involves vastly more than just dealing 
with problematical expenses and costs 
predicated upon operating figures of 
past performances. A budget so pre- 
pared is just slightly better than no 
budget at all. A budget to be compre- 
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hensive and to be of value as a guiding 
influence in the management of a busi- 
ness must give due consideration to the 
broad aspects of business. Sales volume 
must not be predicated purely upon 
sales of last or past years. A deter- 
mination of whether similar volume is 
now obtainable must first be very care- 
fully made, particularly, as too many 
companies drift into difficulties because 
of over optimism in respect to sales. 
Sales volume and sales potentialities are 
vital in planning soundly-for a business 
and must therefore be held within 
reasonable bounds. ‘This is not in- 
tended to imply that sales volume be re- 
stricted to that of previous years. Such 
a program would stifle progress. On 
the other hand, the budgeting of sales 
at an amount beyond an obtainable vol- 
ume has wrecked many companies; 
overestimated sales may result in over- 
production or unwarranted expansion. 

The production budget must _har- 
monize with the sales budget. Failure 
to do so may cause the piling up of ex- 
cessive inventories with consequent re- 
sulting losses in the disposal thereof. 
In addition, excess inventories require 
capital that might be put to better use 
in other departments of the enterprise. 

The coordination of the sales and 
production budgets: may also prevent 
the taking of orders which cannot be 
filled, thus avoiding the loss of the 
goodwill of a customer and the ex- 
penses of obtaining the order. 

There is too great a tendency to esti- 
mate sales upon hunches, enthusiasm, 
and false expectations, for the safety of 
a business. Sales should be deliberately 
planned after an exhaustive investiga- 
tion of all factors and influences hav- 
ing a bearing thereon. This requires a 
study of economic conditions, of mar- 
kets, of the probable consumption of 
the items dealt in, and the changed or 
changing conditions within the industry 
under review. The business world is 
fortunate in having many authentic 
sources from which to obtain informa- 
tion pertinent to sales planning. 

In respect to budgeting all other fac- 
tors of operations, figures of previous 
operations should not be accepted with- 
out detailed study and analysis. An in- 
vestigation should first be conducted to 
determine whether lower costs ate at- 
tainable through more modern and 
more efficient methods and procedures. 
The cost of operations including the 
cost of merchandise and/or the cost 
of manufactured merchandise, various 
overhead charges, and operating ex- 
penses should be brought into proper 
relation to sales to produce the best 


possible results. If the results are not 
reasonably satisfactory a reconsideration 
of all factors may be necessary, includ- 
ing possibly the revamping of the entire 
financial structure and of the physical 
set-up. 

The use made of a budget after it is 
established is just as important as its 
proper compilation. The safeguards of 
a budget cannot be assumed just be- 
cause a budget has been prepared. Re- 
sults must be constantly compared with 
the budget and revisions made in the 
budget to meet shortcomings in opera- 





Budgetary control is the alert 
hand ready for emergency 


tions discovered thereby. 

It is difficult to imagine a mariner 
going to sea without a compass, charts, 
and other necessary paraphernalia. If 
he were foolhardy enough to attempt 
it, the result might be disastrous. The 
management of a business is equally 
foolhardy if it attempts to direct its 
business without the use of the basic 
facts and information afforded them 
and placed constantly at their command 
through the medium of budgets. 

The preparation of the budget has 
been dealt with in order to convey to 
you that all the important elements of a 
business should be analyzed and scru- 
tinized in the compilation of a budget, 
thus bringing to the fore and to the 
attention of the management any un- 
sound situations or practices. This gen- 
erally reveals to the executives many 
angles of the business which otherwise 
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escape their observation and presents to 
them a vastly broadened insight into the 
affairs of the business. It brings to 
them important details of the business 
which heretofore they knew but vague- 
ly, and glossed over. Through com- 
parisons of actual results with the 
budget, the variations are exposed. 
These variations should be studied and 
adequate provisions to prevent recur- 
rence of adverse results should be 
made. Thus, a safeguard and protec- 
tion of a business is provided. The im- 
portance of this needs no amplification ; 
its benefits are completely self evident. 

Budgets have a very definite bearing 
upon the conservation and preservation 
of the assets of a business. First, 
through the operating budget which 
eliminates, as far as possible, operating 
losses; and second, through the cash 
budget which should prescribe the flow 
and use of the working capital and 
prevent, as far as possible, the unwise 
and unsound use thereof and thus keep 
the business free of financial involve- 
ment. This is not just theory, but ac- 
tual and sound practice. A business 
should not be permitted to expand be- 
yond its working capital capacity, nor 
should working capital pass into fixed 
assets without thorough understanding 
of the effect that the reduced working 
capital may have upon the business and 
its ability to finance itself. It is not un- 
common for a business to become em- 
barrassed through untimely and un- 
sound expansion; which expansion, if 
subjected to the rigid tests of a cash 
and an operating budget probably 
would not have been undertaken. 

An illustration of what intelligent 
budget control might have prevented is 
as follows: 

One of the largest heavy machinery 
manufacturing companies of its kind 
developed an automatic machine. The 
management became too enthusiastic re- 
garding its sales possibilities. As a 
result a new plant was erected for the 
manufacture of this machine at an out- 
lay of several millions of dollars. The 
cost of constructing and equipping the 
plant exceeded the management's esti- 
mates and it was necessary for the com- 
pany to float securities for an additional 
several million dollars. 

The company in question had no 
budgetary control of any kind and ap- 
parently no effort had been made prior 
to the erection of the new plant to 
ascertain how much additional business 
could be expected from the sale of the 
new machine. (Continued on page 22) 
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Congress emerges partly 


by CHARLES F. BALDWIN, Washington Service Bureau, N. A. C. M. 


Washington, July 25— 

The anxious sea-captain who peers 
through a fog hoping to catch a flicker 
of the shore light to guide him is en- 
gaged in a relatively easy task compared 
to the Washington observer who seeks 
to find light in the uncertainty and ob- 
scurity which cloud present conditions 
in the Nation’s Capitol. Yesterday's 
apparently sound conclusions and con- 
jectures are upset over-night by unpre- 
dictable developments of today which 
may in turn be entirely altered tomorrow. 

As this article is written, for example, 
the general impression in Washington 
is that the President desires Congress to 
complete its work on several bills which 
he regards as necessary but at the same 
time there was a rising sentiment in 
Congress recently in favor of adjourn- 
ment. With regard to several of the 
controversial legislative bills now pend- 
ing in Washington therefore it is evi- 
dent that one guess is almost as good 
as another. 

During recent weeks Washington's 
historic Pennsylvania Avenue has been 
the scene of a mighty tug of war with 
Congress and the President, for the first 
time in the history of this Administra- 
tion, really digging in their toes at op- 
posite ends of the rope. While both 
sides have made gains in the struggle 
the White House team has undoubtedly 
on several important occasions been 
pulled much farther than it expected. 
The heat of the struggle, added to the 
heat of the Washington summer, has 
frayed Congressional nerves and in- 
creased the general confusion which has 
characterized Washington developments 
since the Supreme Court’s momentous 
decision in May. 

Viewing the general situation in 
Washington, however, there are certain 
indications which may point to possible 
future happenings. Among other cur- 
rent developments the following seem 
to the writer to be of especial interest 
to business men: 

1. The increasing “independence” of 

Congress. 
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. New Deal Administrative prob- 
lems. 

. The Labor situation from the 
Washington angle. 

4. Tax legislation. 

This list could be very greatly ex- 
tended, but space limitations permit 
only a brief discussion of each of these 
conditions. 

The apparently growing disposition 
of Congress to display more legislative 
independence is undoubtedly a signifi- 
cant element in the Washington pic- 
ture. While this development has been 
termed a “revolt” by some writers, such 
an extreme description is, in the writer's 
opinion, hardly warranted by conditions 
up to the present time. 

True, the House delivered a major 
set-back to the President’s wishes re- 
garding the utilities holding company 
bill but almost in the next breath it 
passed T.V.A. amendments desired by 
the President to carry on plans for the 
Tennessee Valley project. In this case, 
as in others, such as the Senate Sub- 
Committee’s modifications of the bank- 
ing bill and the proposed modified 
amendments to the Agricultural Ad- 
justment Act, the actions of Congress 
would appear to be more in the direc- 
tion of greater moderation of some as- 
pects of the President’s “reform pro- 
gram” rather than an outright revolt 
against the President. 

In addition to legislative troubles the 
Administration has been harassed by 
major difficulties in the administration 
of many of its basic policies. The best 
example of this is the reduction of the 
N.R.A. to what has been called a “‘skele- 
ton” organization, but which might bet- 
ter be likened to a ghost than a skeleton. 
The Schechter case decision, which was 
responsible for the decline of the 
N.R.A., also raised questions as to the 
constitutionality of other New Deal 
agencies, notably, the A.A.A. The July 
15 decision voiding the processing 
taxes has not improved the morale of 
those organizations. 

It is no secret in Washington that 


. AUGUST, 1935 


.and on developments 


the Works Relief Program on which 
the Administration obviously placed so 
much dependence as a major offensive 
against unemployment is not working 
out as satisfactorily as had been hoped. 
The difficulty of finding acceptable 
projects which could be undertaken on 
a basis of the average cost per worker 
which the President announced as his 
policy to afford employment to 3,500,- 
000 unemployed persons has constituted 
an extremely difficult obstacle in the 
way of getting the Works Relief Pro- 
gram under full steam. 

Both the President and his advisors 
are making every effort to eliminate the 
difficulties which have been encoun- 
tered but the Administration finds itself 
rather embarrassed with riches, the dis- 
tribution of which has not proved to be 
as simple as was the procurement of the 
authority from Congress to make the 
expenditures. 

One very accurate method of deter- 
mining the center of interest in Wash- 
ington is to locate the center of press 
activity. It is interesting to note there- 
fore that the large number of newspaper 
men who until recently have centered 
their activitics around the N.R.A., the 
A.A.A. and other contemporary alpha- 
betical agencies are now concentrating 
their interest on the Labor Department 
expected in 
connection with the Wagner Labor Re- 
lations Board Act and the pending 
Social Security Legislation which is now 
in conference in Congress. 

There are many straws in the Wash- 
ington wind which indicate that public 
interest is focusing on the Labor and 
Social Security policies of the New Deal. 
So far as labor alone is concerned this 
is, of course, a result of the breakdown 
of the N.R.A. and the desire of the 
Administration to devise other means 
of meeting the wishes of organized la- 
bor, mainly through the instrumentality 
of the Wagner Act. Few observers in 
Washington doubt that this act will soon 
be challenged as to its constitutionality 
and this challenge when it comes is be- 
ing awaited as a development of major 
importance in the present National 
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situation. 

Meanwhile, considerable interest at- 
taches to a bill to license business which 
has been offered by the American Fed- 
eration of Labor. While the original 
draft of this bill—which has not been 
introduced in Congress, is now being 
changed, the bill in brief provides 
that no article or commodity shall be 
transported or delivered in interstate 
commerce, which has been produced, 
manufactured, processed or distributed 
by any business not licensed under the 
Act. 

The bill does not apply to agriculture 
or to the shipment of unprocessed agri- 
cultural products. It provides for a 
National Industrial Commission of five 
members appointed by the President, 
which would be authorized to grant li- 
censes to businesses. It also provides 
for a National Planning Counsel of five 
members authorized and directed to de- 
velop for the Commission a “general 
program for the coordination, stabiliza- 
tion and orderly development of the 
basic industries of the United States, 
and to make recommendations to the 
Commission as to the feasibility of its 
system of taxation or other plan which 
shall encourage the maximum industrial 
performance of industry through an 
equitable distribution of profits, through 
increases in wages and decreases in 
hours.” 

Other provisions of the bill pertain- 


ing to Labor are similar to those which 


appear in the National Industrial Re- 
covery Act. 

The Administration has not made 
known its attitude towards this suggest- 
ed bill nor is it known to what extent 
the American Federation of Labor will 
actively urge its passage at this session 
of Congress. In the writet’s opinion it 
is highly improbable that the bill will 
receive any action by Congress, assum- 
ing that it is introduced at this session. 
The very announcement of the measure, 
however, is interesting as a possible in- 
dication of the future policies of the 
American Federation of Labor. 

The tax proposals recently suggested 
to Congress appear to be a compound 
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of the New Deal philosophy of an- 
tagonism to ‘‘bigriess in business” added 
to an element of political expediency 
to meet the activities of Senator Long 
and other exponents of the belief that 
the ‘New Deal is too moderate in its 
aims. Viewed from the standpoint of 
its revenue—producing ability, the re- 
ported tax proposals obviously fall far 
short of effecting any substantial im- 
provement in the government's budg- 
etary position. 

One body of sentiment in Congress 
criticises the proposals for their inade- 
quacy in this regard and favors higher 
taxes, including higher taxes in the 
lower brackets; another group is en- 
deavoring to have the tax question 
passed over until the next session of 
Congress with the suggestion that a 
general taxation program be considered 
at that time. It is already predicted 
that vigorous efforts will be made to 
write into the new tax plans a number 
of features unacceptable to the Presi- 
dent, and the political skirmishing 
which has already taken place indicates 
that the fight over the tax proposals is 
likely to be political as well as economic 


and social in character. 

It is hazardous to venture a conjec- 
ture. on the outcome of the tax plan 
but at the moment it appears that the 
graduated scale of corporation profit 
taxes may give way to excess profit 
taxes, and that new taxes on inheritance 
and higher levies on large incomes will 
represent the limit of what the present 
Congress would be willing to approve. 








* Here's a brain-teaser for 
uu 


you financial wizards! 


A merchant who was very punctilious 
about paying his bills within a fixed 
number of days after the date of the 
invoice, and who kept in mind gen- 
erally just when each bill should be 
paid, suddenly realized that his date for 
payment of a certain bill had passed. 

He called his bookkeeper into his 
office and asked why a check for the 
bill from X & Co. had not been pre- 
pared for his signature. The bookkeeper 
recalled the bill but a search for it 
proved unsuccessful. The merchant's 
pride on his regularity of his payments 
was sorely hurt and he began to berate 
the bookkeeper. 

In his defence the bookkeeper said 
“I remember some things about that 
bill. It was in four figures, although 
it had been bought subject to a 60% 
trade discount. The bill only granted 
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a 55% discount. I corrected this and 
noticed that the corrected net amount 
showed the same four figures as the in- 
correct net amount. For some unex- 
plainable reason I added the two net 
amounts together and then noticed that 
their sum showed the same four figures 
as those of the gross amount of the 
bill.” 

Then he said to his merchant em- 
ployer, “if you will give me a few 
minutes time I believe that on these 
remembered facts I will be able to tell 
you the amount which should be paid 
to settle the bill.” 

The merchant replied “I do not be- 
lieve you can but take more than a 
few minutes and put me in a position 
to pay my bill today.” 

The bookkeeper did in a very few 


minutes. Can you? 


Send us your answer. Next month 
we will publish the right one and names 
of all those submitting the right solution. 


. AUGUST, 1935 
13 

















Branch house 


credit control 


by JOHN L. BADEAU, Credit Dep't, George 


A. Hormel & Co., Birmingham, Alabama 


one of the vital factors in the suc- 

cessful operation of the branch. If 

the credit policy in effect is too 
lenient, the loss on bad debts will be 
too great to be absorbed as a legitimate 
item of expense. Conversely, if the 
credit policy is too severe, a great handi- 
cap is thrown on the sales department, 
in trying to compete with firms whose 
credit policies are more flexible. 

A credit policy that strikes a happy 
medium between laxity and rigidity is 
the ideal solution to the problem. To 
obtain the best volume of sales with a 
reasonable loss on bad debts is to satisfy 
the salesmanager and treasurer alike. 

In formulating a credit policy, the 
class of accounts sold should be given 
first consideration. At the Birmingham 
branch we handle from one thousand 
to fourteen hundred accounts. The 
number fluctuates greatly by seasons due 
to the large amount of country territory 
served. Our peak is in the fall, during 
cotton ginning season. Many country 
merchants do a big business during this 
time and almost nothing the rest of the 
year. The late fall and early spring is 
our off season because the farmers are 
then killing their own meat. 

We recently made a survey of the 
credit situation on one of our city ter- 
ritories. We found the sales volume per 
account to be about fifty dollars a week 
on weekly terms. Only fifteen per cent 
of these accounts were satisfactorily 
rated. We estimated that only one per 
cent of our volume of sales on this ter- 
ritory was handled with this type of 
well rated account, whereas ninety-nine 
per cent of our volume was transacted 
with firms in the eighty-five-per-cent 


on branch credit department is 
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class not satisfactorily rated. 

In handling accounts that do not have 
satisfactory mercantile ratings, we have 
observed that most of these accounts 
either refuse to submit financial state- 
ments to the mercantile agencies, or give 
statements based upon crude estimates 
that are inconsistent on their face. Thus 
the only value of a mercantile report 
in such cases lies in the information it 
gives us on the history, moral risk and 
trade experiences of the subject. Since 
our credit interchange reports give us 
more complete ledger experience infor- 
mation on these customers’ paying hab- 
its, we get the best results by using 
these interchange reports in determining 
the credit worthiness of customers in 
this class. 

Some of our knottiest problems arise 
in handling those well rated concerns in 
the fifteen-per-cent class. During the 
past five years we have had all too many 
cases where such customers have found 
themselves financially embarrassed with- 
out realizing it until too late. It is in 
these cases that agency reports are in- 
valuable, because by an analysis of these 
financial reports, the unfavorable posi- 
tion of the concern can be detected in 
time to avoid a disastrous loss. 

The packers naturally expect to col- 
lect their receivables more quickly than 
concerns selling slow moving items, 
such as dry goods or hardware, because 
packinghouse products are perishable 
and are readily converted into either 
cash or accounts receivable—hence our 
standard weekly terms. 

As long as we consider a customer 
solvent we go to great lengths to keep 
him in good standing with our house. 
When he shows the first signs of lag- 
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ging, pressure is brought to bear thru 
the salesman. If this fails, we write 
him, phone him or call on him per- 
sonally in an effort to work out a 
solution. Failing in this, we have no 
alternative other than ruling the account 
C.0.D. and bringing full collection 
pressure to bear. This is only as a last 
resort, because we know only too well 
the difficulty of collecting from an ac- 
count whose credit has been shut off. 
It is only human nature for such a cus- 
tomer to retaliate by making us “sweat” 
for our money, and our customers are 
so human. 

This brings on one of the biggest 
problems of the credit-department-col- 
lection methods. In our business, col- 
lections are made almost entirely by our 
salesmen. This means that if a salesman 
is to be successful he must be thorough- 
ly trained in handling collections on 
the accounts he contacts. This training 
is of such vital importance that when a 
new man is given a territory, extreme 
care must be used in credit extension 
on that territory until the new man has 
become seasoned. Otherwise disastrous 
bad debt losses will result. 

We consider this matter of salesmens’ 
training of such vital importance the 
sales manager and I frequently go out 
with the salesmen on the territory. 
These trips not only give us an oppor- 
tunity to meet the trade and size up the 
credit possibilities, but also afford the 
opportunity for us to pass on the judg- 
ment of the individual salesmen. With 
the type of accounts we sell, after a 
credit line has been approved on an ac- 
count by. the credit department, each 
salesman must be his own credit man 
to a great extent since the problem of 
collecting rests squarely on his shoul- 








CaowwH waeewlUcrlUlLe 


ders. Our salesmen are trained first of 
all to get their customers to pay accord- 
ing to terms. They must impress the 
merchant with the fact that his best 
chance for a quick profit is on his mar- 
ket, on account of the rapid turnover. 
Since he turns our stock immediately 
into either cash or good accounts, he 
should pay his meat bill first. It is only 
fair that we should get our money before 
the fellow whose wares sit on the 
merchant’s shelves sixty days before 
the sale is made. Our salesmen must 
watch the merchant’s stock very closely. 
If the stock is too heavy, the customer 
will probably be slow in paying his 
account. If his stock shows signs of 
being depleted beyond the point where 
he can hold his volume, it is like run- 
ning over a red light in a traffic zone to 
continue selling him on open terms. 


Salesmen have an excellent chance to 
judge a customer’s all around ability. 
Does the store have a well kept appear- 
ance? Is the stock well suited to the 
class of trade served? Is the stock fresh 
and well assorted? What about the dis- 
play case arrangement? Is the person- 
nel well chosen? The answer to these 
questions throws considerable light on 
the managerial ability of the merchant. 
Often a little thing in itself, like a cus- 
tomer walking out of a store unnoticed, 
without being waited on, or a live wire 
merchant heading a customer off who is 
about to leave, and giving him service, 
speaks volumes in this matter of judg- 
ing good management, which usually 
means a good credit risk. 


We impress our salesmen with the 
fact that only a small percentage of the 
losses we sustain are on old line cus- 
tomers of our firm. It is on the new, 
vntried ventures that we most often 
come out with bad debts, and therefore 
are the accounts that must be given con- 
stant special attention. The fact is al- 
ways kept before our salesmen that our 
margin of profit is so small, we must get 
a good turnover on an account in order 
for it to be profitable. They understand 
why an account on a one-bill basis of 
fifty dollars, who pays only every five 
weeks, is five times as great a risk as 
the account on a one-bill basis of fifty 
dollars, who pays every week and re- 
orders. In the first case we risk losing 
fifty dollars on sales amounting to fifty 
dollars, and in the second case we only 
tisk a fifty dollar loss on five weeks 
sales amounting to two hundred and 
fifty dollars. Since our terms of sale are 
weekly, we must have a fourteen day 


collection turnover under normal con- 
ditions. 


We have found effective letters to be 





Credit contvel, like tvelliiec control, 


requires unification and vigilance 


a great help in collecting delinquent ac- 
counts. Our letters are intended to pave 
the way for the salesmen. We also find 
wires and telephone calls very helpful 
in obstinate cases. A personal call by 
someone from the credit department 
about a past due account has also ob- 
tained splendid results for us in many 
cases. 

The hazards involved in controlling 
packinghouse branch credits are the same 
as in any other business. Customers 
who pay on account are patently hard 
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pressed or incompetent. We do every- 
thing possible to keep our customers 
from getting into this habit. A whole 
volume could be written on the post- 
dating check evil. This is a practice 
that grows on a customer, and one that 
almost invariably leads to a very serious 
offense, the practice of giving bad 
checks . 

The bad-check evil seems to be much 
more widespread in the South than in 
any other section. In Alabama, a check 
isn’t worth the (Continued on page 23) 
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Latin-American credit 









and collection survey 


conditions in twenty-one Latin 

American markets for the second 

quarter of 1935 indicates a more 
favorable situation. The inprovement 
noted during the closing quarter of 
1934 and the first quarter of this year 
has been continued in most of the mar- 
kets under review. General business 
conditions are better within a large 
majority of the countries surveyed and, 
with one or two exceptions, the situa- 
tion continued to be more stabilized and 
to provide background for business 
transactions. 

This survey, based on the experience 
of members of the Foreign Credit 
Interchange Bureau of the National 
Association of Credit Men, is the 
twenty-seventh of the series of quar- 
terly surveys and reflects the opinions 
of those actually selling in these mar- 
kets on credit conditions within the 
particular countries on commercial 
transactions. This survey has no rela- 
tion to the financial standing of any of 
the governments or their action on 
bonded indebtedness or service on ob- 
ligations or transactions of this kind. 

In the twenty-one markets covered, 
an improvement was shown in the 
index of credit conditions for sixteen 
countries. A considerable number of 
these gains were of sizable amounts. A 
larger percentage of the countries 
showed an improvement in the credit 
index than in the survey for the first 
quarter of the year. Improved credit 
conditions were particularly noticeable 
in such countries as Cuba, Haiti, Gaute- 
mala and Uruguay. It has been of 
particular interest to note the improve- 
ment in Cuba during the past few 
years, particularly since the trade agree- 
ment with that country was made effec- 
tive. 

By reference to the graphical charts 
the indices for credit conditions and 
collections during the second quarter 
of the year can be noted in comparison 
with the corresponding indices for the 
four preceding quarterly periods. 

Substantial gains in the credit condi- 
tion index were also made in such 


a survey of credit and collection 
w 


CREDIT and FINANCIAL MANAGEMENT 


16 


@ by W. S. SWINGLE, Direc- 
tor of the Foreign Department 
and the Foreign Credit Inter- 
change Bureau of the National 
Association of Credit Men. 


countries as Argentina, Venezuela, 
Dominican Republic, Chile and Hon- 
duras. Declines were indicated in six 
countries. The long period of improve- 
ment which was noticeable up until the 
third quarter of 1934 in Mexico turned 
slightly in the first quarter of the year, 
and in the second quarter showed some 
further decline but is still relatively 
satisfactory. 

The situation in Brazil was reflected 
by a decline in the credit condition 
index and losses were noticeable for 
Costa Rica, Panama and Nicaragua. 

Based on the index figures of credit 
conditions, a general grouping of the 
countries has been made and would in- 
dicate the credit conditions as good in 
Argentina, Puerto Rico, Peru, Cuba 
and Venezuela. Argentina showed a 
further improvement to move forward 
to the head of the list, regaining a posi- 
tion which was held two or three years 
ago. 

The grouping indicating fairly good 
credit conditions include such countries 
as Haiti, Panama, Gautemala, Colom- 
bia, Mexico, Brazil, and Dominican 
Republic. 

In Chile, Salvador, Uruguay and 
Honduras, conditions may only be con- 
sidered as fair. In Ecuador and Costa 
Rica conditions are generally classified 
as poor, followed by a classification of 
very poor for conditions in Paraguay, 
Nicaragua and Bolivia. 

The index of collections shows a fur- 
ther improvement during the second 
quarter of the year. Gains have not 
been of as substantial an amount as 
might be reflected from the improve- 
ment in credit conditions, but this 
should be expected in view of the fact 
that generally speaking collections have 
been more prompt from these markets 
than credit conditions might indicate in 
the past, and, therefore, there is less 
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opportunity for substantial gains in a 
large number of these countries. 

Of twelve of the countries surveyed, 
an improvement in collections was 
noted, the most substantial gains being 
in such countries as Haiti, Gautemala, 
Ecuador and Chile, this referring to 
current business and not to old transac- 
tions. 

In seven of the countries some fall- 
ing off in the collection index was 
noted, the most noticeable being in col- 
lections from Salvador, Costa Rica and 
Nicaragua. For two countries, namely, 
Cuba and Puerto Rico, no change in the 
collection index was indicated, with col- 
lections remaining prompt as _hereto- 
fore. These reports on collections do 
not take into account the delays in ex- 
change transfer but reflect the payment 
of the debtor in his country. This con- 
tinues to indicate the fact that while 
the exchange credit risk is differenti- 
ated from the exchange risk it does not 
present a serious problem in these 
markets, for those who make proper in- 
vestigation of the credit risk and know 
of the experience of their fellow 
exporters. 

Collections from fourteen of the 
countries indicate prompt payments 
ranging from 70% to 97% prompt 
payment. Below this general grouping 
of prompt payments collections from 
Uruguay, Honduras and Salvador are 
slightly lower and are generally classi- 
fied as fairly prompt. Payments from 
Paraguay, Costa Rica, Bolivia and 
Nicaragua are generally classified as 
very slow. 

Special investigation covering the 
question of average exchange delays 
may be suminarized as follows: 

Argentina: The situation improving; 
little or no delays on orders covered 
by import permits or where previous 
arrangements have been made for 
liquidation through the free markets. 

Bolivia: The exchange situation has 
shown little or no improvement. Ex- 
change is coming through on some new 
accounts, but generally the delays are 
indefinite and on old business range 
anywhere from six months to two years. 

Brazil: Old transactions still indef- 
initely delayed pending some exchange 
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Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathe- 
matically the combined opinions of 
individual reports on each country. 


settlement on old accounts. New busi- 
ness paid through the free market 
promptly. 

Chile: No delays on current trans- 
actions, cleared in the free market. Old 
accounts delayed indefinitely. 

Columbia: Delays ranging from 30 
to 60 days are indicated, and in a num- 
ber of cases delays are reported as 
increasing. 

Costa Rica: The situation has shown 
no improvement. Delays in many cases 
are indefinite and generally range in the 
neighborhood of six months, although 
running as high as nine months. 
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Ecuador: Current accounts usually 
prompt. Old accounts delayed one and 
a half to two years or more. 

Nicaragua: Although some liquida- 
tion has been made in recent weeks, 
generally delays are indefinite ranging 
anywhere from six to eighteen months, 
averaging about a year. 

Paraguay: Indefinite delays in a 
number of cases. 

Uruguay: On new business with im- 
port permits generally no delays. Other 
accounts including old business indef- 
inite, running up to two years. 

The exchange situation has been im- 
proving and with one or two exceptions 
as noted, current business is taken care 
of either through the regular or the 
free market on a satisfactory basis. With 
the continued improvement in Latin 
America, further increased business may 
be anticipated. As has always been the 
case, the conditions in these markets 
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largely depend upon the exports of 
basic commodities and the world prices 
for these goods. An important factor 
in our own relations with these markets 
is the amount of imports we can take 
and increased shipments from these 
countries will be reflected in better ex- 
ports. Further development of the 
trade agreement program should be car- 
ried forward and it is hoped that a 
satisfactory solution of the various ex- 
change problems of such countries as 
Brazil, Argentina and others will also 
be brought about. 


Collection conditions in twenty- 
one Latin-American countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collections 
for each country in each survey. 
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The business 
thermometer: 


July brings gains: Many indicators 
have been visible, during the past 
month, of a revival in what are called 
capital or durable goods—that portion 
of industry which has been so slow to 
respond to the long hard pull on recov- 
ery road. Perhaps the most impressive 
index of improvement in durable goods 
recovery is found in the exceptional 
increase in orders for machine tools 
during the latter portion of June and 
during July. The June index in ma- 
chine tool orders was 91 per cent of the 
1926 level and was the highest June 
mark in this division of industry since 
1929. This gain is of especial impor- 
tance when it is noted that June and 
July generally are slack months in this 
field. The automobile makers are tool- 
ing up for new models at an early date 
so as to be ready for the first shows 
which are scheduled before the first of 
the year. 


Steel situation encouraging: The rate 
of production in the steel trade was the 
best in July since last April. Starting 
at a low mark for the year during the 
last weeks of June, the pace of produc- 
tion in this industry was increased each 
week during July. Heavy steel opera- 
tions gained quite as much as did the 
lighter lines. The motor industry con- 
tinues to purchase large tonnage. The 
Ford Motor Company recently put out 
an inquiry for from 100,000 to 150,000 
tons, the largest inquiry in several years. 
It was intimated at Detroit that part of 
this large tonnage is needed for 1935 
models with the rest to go for the early 
production of 1936 models. 


Motor centers enthusiastic: While 
the records will not be completely 
checked for some weeks, indications 
point to passenger car sales during the 
first six months of 1935 at least 45 per 
cent ahead of the same period in 1934. 
Chevrolet reported the largest June 
sales and production record since 1929. 
Ford reports the biggest June in five 
years. The second quarter profit state- 
ments of most of the larger motor cor- 
porations brought heavy increases in 
sales of these shares in Wall Street with 
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noticeable gains in share prices. Inves- 
tors are looking ahead to the statements 
for the third quarter as real barometers 
of recovery. 


Price is order factor: With the de- 
mise of the NRA, price again becomes 
a factor in many lines of industry. This 
indicated particularly in the steel indus- 
try, where the motor makers are asking 
price concessions to pass along to con- 
sumers on-the new models. When Ford 
puts out an inquiry for 100,000 tons of 
steel for his motors it indicates that con- 
siderable shopping pressure is in the 
trade current. This is just an indication, 
however, rather than a situation. Orders 
booked by many of the larger corpora- 
tions during the first six months of this 
year indicate a decided improvement 
and bring much encouragement for the 
general revival of trade which has been 
so freely predicted for the fall months. 
Here for example are some of the re- 
ports on orders booked by big corpora- 
tions for the first half of the year: 

Company 1934 1935 
General Electric $80,983,094 $94,546,274 
Caterpillar Tractor 13,058,787 18,795,714 


Cutler-Hammer 2,673,921 3,353,058 
Johns-Manville 11,653,676 14,772,586 


Retail sales gaining: The Federal 
Reserve Board’s report on department 
store sales for June was just two points 
under the year’s high mark in March at 
82 per cent. The International Statisti- 
cal Bureau reported the June level in 
consumer buying at the highest mark 
since August, 1931. This consumer 
buying index is made up from reports 
on department store sales, and those re- 
ported by the larger chain systems and 
mail order houses. Another noteworthy 
point is that the reported increase in 
department store sales totals is based 
upon a declining scale of prices. The 
Fairchild retail price level on July was 
at the lowest mark since August, 1933. 


Freight car loadings: This index of 
business progress does not perhaps re- 
flect the enthusiasm shown in other im- 
portant chartings. Reports from the 
railway association offices predicted in- 
creases in loading for the last two weeks 
in July but the reports for the first two 
weeks in the month were below July °34. 
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Fair warning 

A deaf old lady with a long ear 
trumpet was attending church in a little 
parish in the country. 

The sexton, a scotch gentleman, eyed 
her distrustfully, then tiptoed up to her 
and said in a loud whisper, ‘Madame, 
one toot and yer oot.”—Pan American. 
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Collection and sales comments: 


In San Diego, California, business 

in most lines has been greatly stim- 

\y ulated by the California Pacific In- 
ternational Exposition. The only 
line reporting adversely is that of 
liquors, wines, etc., and this they state 
is due to the state sales tax on liquors. 
. . . Collections in Chicago, Illinois, are 
good because general business is better 
in that area. Bank clearances have con- 


| State City Collections Sales State City Collections Sales 
Ala. Birmingham Good Fair Naw. Binghamton Fair Slow 
Ariz. Phoenix Fair Good Buffalo Fair Good 
Ark. Little Rock Good Fair Elmira Fair Fair 
Calif Oakland Good Good Jamestown Good Fair 
San Diego Good Good Rochester Good Good 
San Francisco Good Good N.C. Charlotte Good Good 
Colo Denver Fair Fair N.D. ' Fargo Good Good 
Conn Hartford Good Fair Grand Forks Good Good 
Bc Washington Fair Good Ohio Dayton Good Good 
Fla. Jacksonville Slow Slow Toledo Fair Fair 
Ga. Atlanta Fair Fair Youngstown Fair Fair 
Idaho Lewiston Fair Fair Okla. Oklahoma City Fair Fair 
Ill. Chicago Good Good Tulsa Fair Fair 
Ind. Evansville Good Fair Pa. Allentown Slow Fair 
Fort Wayne Good Good Altoona Fair Fair 
Indianapolis Fair Fair Harrisburg Good | Good 
South Bend Good Good Johnstown Slow | Slow 
Terre Haute Fair Fair Uniontown Slow Fair 
lowa Burlington Fair Fair Rit; Providence Slow Slow 
Cedar Rapids Fair Fair S. D. Sioux Falls Fair | Good 
Davenport Good Good Tenn Chattanooga Fair Fair 
Des Moines Fair Fair Knoxville Fair Fair 
Sioux City Good Good Memphis Fair Fair 
Kan. Wichita Fair Good Nashville Fair Good 
Ky. Louisville Good Good Texas Austin Fair Fair 
La. New Orleans Fair Fair El Paso Good Good 
Shreveport Fair Good Houston Fair Fair 
Md. Baltimore Fair Fair San Antonio Fair Fair 
Mass. Springfield Slow Fair Utah Salt Lake City Fair Fair 
Worcester Good Good Va. Bristol Fair Fair 
Mich. Detroit Good Fair Lynchburg Fair Fair 
Flint Fair Slow Norfolk Fair Fair 
Grand Rapids Good Good Richmond Good Fair 
Saginaw Fair Slow Wash. Bellingham Fair Fair 
Minn. Duluth Fair Fair Seattle Fair Fair - 
Minneapolis Good Good Spokane Good Good 
St. Paul Good Good Tacoma Slow Fair 
Mo. Kansas Oity Fair Fair W. Va. Bluefield Fair Fair 
St. Joseph Fair Slow Clarksburg Fair Fair 
St. Louis Fair Fair Huntington Fair Slow 
Mont. Billings Fair Good Wheeling Slow Slow 
Great Falls Fair Fair Wisc. Fon du Lac Good Good 
Helena Good Good Green Bay Good Good 
Nebr. Omaha Fair Fair Milwaukee Good Fair 
N. J. Newark Fair Fair | Oshkosh Fair Fair 


reported that his June 1935 sales were 
the highest monthly sales since he com- 
menced his business in 1933. Another 
member engaged in the manufacturing 
of condiments and package P. C. Flour 
in this same area states that business 
should show an improvement after 
September 1st, but there does not seem 
to be anything in sight that would in- 
dicate improvement before that time. 





tinued to increase and, likewise, con- S ummary 

sumer buying. In their sales they tell 

us that the rain and cold weather dur- This Month: 

ng May retarded the sale of summer Collections: Sales: 
clothing. June had also been a rainy 

and cold month. However, the depart- Good 32 Good 32 
ment stores and other retail stores re- Fair 49 Fair 49 
port increased sales, their analysis being Slow S Slow 9 
that the public’s desire for light colored 

and light weight clothes caused them to Last Month: 

buy in spite of unfavorable weather. Collections: Sales: 
However, the general improvement of Good 34 Good = 25 
business has resulted in better sales than Fai 62 Fai 67 
a year ago. . . . One member in Sioux - ia 

City, Iowa, who is in the shoe findings Slow 4 Slow 8 


and repair equipment as a wholesaler, 




















While another member, representative 
of a large oil company, declares busi- 
ness to be much better and crop condi- 
tions to be very good. . . . Reports of 
Baltimore manufacturers and wholesal- 
ers disclose that sales gains continue to 
hold despite the usual seasonal decline. 
Collections during June in this area 
showed a slight decline as compared 
with May. On the question of the out- 
look for business during the next sixty 
days, these people have a material 
change of opinion. Twenty-eight per- 
cent think conditions will improve; 
sixty-five percent do not look for any 
change, and seven percent anticipate 
decreasing sales and collections. . . . In 
Norfolk, Virginia, Irish Potatoes are 
moving at or below cost of production. 
Farmers are taking drastic action to 
stop digging. This situation will have 
some influence in slowing up collection 
in this area during the next two months 
in the food and textile lines. However, 
they state that an increased movement 
in sales is expected in the Fall months 
but, at the moment, they are about the 
same as last year. 
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Let’s reduce the 


waste 1n 


business! 


says CHARLES WEISBERG, Henry Rosenzweig & Co., Inc., New York 


The annual waste in business has 
been estimated to reach the stagger- 

lv ing sum of ten billion dollars. This 

figure takes into consideration the 
visible effects which may be ascertain- 
able and invisible ones which are un- 
ascertainable. Business has a definite 
objective and in its desire to attain this 
objective it performs two principal 
functions, namely, production and dis- 
tribution, or in simpler form buying 
and selling; but buying and selling are 
beset by numerous complexities which 
create difficult problems for manage- 
ment. These problems constantly inter- 
fere with the smoothness and freedom 
of the merchandise flow, which in turn 
create waste. 

Considerable progress has been made 
in fields of production, distribution, and 
utilization of commodities. In this 
connection, substantial economies have 
been effected. Time and money have 
been spent on the development and 
promotion of a product only to have 
events occur somewhere along the route 
of the merchandise flow which nullify 
to a larger or smaller extent the econo- 
mies effected by the management. 

Economic waste is influenced by ex- 
ternal or internal causes or both. Under 
external causes are embraced economic 
conditions which are either local, na- 
tional or even international and in addi- 
tion intensive competition within an 
industry or from rival industries. Ex- 
perience, efficiency and human judg- 
ment may be said to constitute internal 
causes. The specific causes are numer- 
ous but on account of the brevity of this 
article they cannot all be treated here. 

We should therefore be concerned 
with causes which lead to economic 
waste because waste gnaws at the vitals 
of the business structure. It is real- 
ized, however, that in order to solve a 
problem in an intelligent manner, it 


becomes necessary to dissect each if we 
are to utilize the proper agency and 
equipment in an attempt to control it. 
Within this brief space the specific 
cause of ‘Unbalanced Inventories” will 
be considered; how unbalanced inven- 
tories create waste and, further, how 
such cause may be controlled to some 
extent. 

Unbalanced inventories is briefly ex- 
plained as the “lack of equilibrium be- 
tween the inventories and the sales in 
amounts, variety or both.” Business is 
continually confronted with the evolu- 
tion of accounts, that is, the purchase 
of the raw materials, processing and 
resale, their conversion into receivables 
and cash so that current expenses and 
obligations will be properly liquidated 
in their respective order. 

Trading is the basis of all profits as 
well as the basis of the financial struc- 
ture and the items of inventory are con- 
stantly in a state of flux. Too great 
a variety tends to tie up working capi- 
tal and create a disproportionate capital 
structure. In an effort to maintain a 
more liquid condition merchandise is 
forced at depressed prices which, in 
turn, affect the net worth adversely. 
In addition, due to, such emergency 
liquidition current inventories may be 
affected because a concern may not be 
in a position to hold out for a fair sell- 
ing price. Unbalanced inventories 
create a looseness in the selection of 
credit risks which affect the quality of 
the receivables. 

Too little, or insufficient inventories 
result in the loss of sales and a cutting 
down of potential profits, and further, 
may cause a diminution of the net worth 
because of a lack in the gross profit 
margin which may be insufficient to 
absorb the overhead expenses. There 
are other ramifications which become 
apparent as we delve deeper into the 
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effects of this lack of equilibrium, espe- 
cially with reference to the nature and 
physical state of the inventories. 

It is therefore obvious that balanced 
inventories should be maintained at all 
times and necessary guides for their con- 
trol are essential. The keeping of de- 
tailed stock records showing minimum 
and maximum amount signals, loca- 
tions, etc., is mot a control because it 
is merely a branch of internal account- 
ing. There arises, then, the necessity 
of managing the direction of the in- 
ventories from the “‘source’’ to the out- 
let.” The purchasing is the “source” 
and the trade sold to is the “outlet.” 

As mentioned, merchandise is _pur- 
chased, processed and resold and con- 
verted into receivables and cash. The 
amounts to be purchased are usually 
based upon previous periodic compari- 
sons, human intuition and necessarily 
some guesswork. The use of compari- 
sons have proven to be faulty due to 
uneven demand, to style changes, utility 
changes and other influences. To de- 
pend upon intuition and guess is of 
course chancework and unreliable. The 
amounts to be purchased, the delivery 
and production schedules, are always 
creating problems. -In view of these 
difficulties it is necessary that we look 
to the outlet for facts as a means for 
the control of inventories, planning, 
etc., as the finished products are made 
for various industries or trades. ‘These 
facts are available from numerous profit 
and loss statements and balance sheets 
of concerns in a trade or industry as 
they present a panorama of events 
which in turn reflect possible tendencies. 

Comparative profit and loss state- 
ments show the trends of sales, gross 
profit margins, expenses and operating 
profits in amounts and ratios. Very 
useful information can be gained from 
these trends by noting the sales fluctua- 
tions, the widening or narrowing of the 
gross profit margins and the increase 
or decrease of expense and operating 
results. Conditions may be forecast 
from these trends; whether a trade or 
industry is headed for a period of ex- 
pansion or contraction, etc. 

Profit and loss statements are inti- 
mately tied up with the balance sheets. 
The former show the results of the 
various influences after a period of 
operations and the latter show the 
financial condition as a result of such 
operations. Balance sheets further re- 
veal the financial means business organi- 
zations possess in order to continue their 
activities, and the ability to continue of 
progress, depends upon the influences 
mentioned earlier. The ability of con- 
cerns to continue (Continued on page 28) 





a 



















d 

ll 

1- 

e- 

m 

FAST FIGURING 

it 

t- 

ty 

. NO CIPHERS TO WRITE 

J + Ciphers print auto- 

a 30.60 matically. There is 

_ 5 0.17 no cipher key on a 

he 100.00 Burroughs. 

ly 2,0 5 0.0 6 

- 4.60 FASTER SUBTRACTION 

ly 16.07 

fi- 40.772 stig To subtract, touch 

- 20.43 | the subtract bar. This 

ity 70.20 makes subtraction 

. 30.60 , as fast as addition. 

he 1 6.0 7 ; 

“ry 3,60 3.7 6 Aa KEYS AT ONCE 

ys 24,051.06 Zi . 

se 30.55 |) Two or more keys 

ok 70.18 ~ ; can be depressed at 

for 4.6 7 ro ? a single stroke. 

ri 5 0.00 PRINTS TOTALS INSTANTLY 
nit 

ets 728.72 * To take a total, de- 

as press the total key. At 

nts this single motion the 

es. machine operates 

adi and prints the total. 

OSS 

ing 

ery Try this new Burroughs. See how fast you 
0 can list, add and subtract amounts by using 
the short cuts POSSIBLE ONLY on the standard 
ase visible keyboard. See how much of the 
ing work this new Burroughs does automati- 
= cally. There are many styles and sizes to 
x. meet any particular figuring need. 

Prices are surprisingly low. Telephone the 
- local Burroughs office for a demonstra- 
“a tion, or write for free, descriptive folder. 
: BURROUGHS ADDING MACHINE CO. 
uch DETROIT, MICHIGAN 

re- 
ani- 
heir 
> or 
1ces 
on- 
28) 





When writing to advertisers please mention Credit & Financial Management 21 





Budgetary Control 


(Cont. from p. 11) Accountants were sub- 
sequently engaged to make a belated 
survey and, as a result, the following 
facts were developed from the com- 
pany’s own very excellent statistical 
records : 

1. The company for its products, as 
a whole, had only about thirty-four 
thousand potential customers. 

2. Of these thirty-four thousand cus- 
tomers only about twelve to fifteen 
thousand could use a device of the new 
type. 


3. Because of peculiarities of plant - 


layout or the nature of the work of 
these twelve or fifteen thousand cus- 
comers less than half of these could use 
this particular machine which the com- 
pany in question produced at its new 
plant. 

It was found after careful study that 
the new plant, under normal one shift 
production, would reach the saturation 
point of its market for this product in 
about two and one-half to three years 
time. This plant became a white ele- 
phant which was one of the primary 
factors contributing to the bankruptcy 
of the company. 

All of this might have been avoided 
if management had carefully studied its 
market from the point of view of po- 
tential sales. The information which 
they already had available would, if 
used, have enabled them to prepare a 
sales budget. In attempting to coordi- 
nate production with the disclosures 
their sales study would have indicated, 
it would then have been found that no 
additional large plant was needed and 
that with some minor modifications one 
of the company’s other plants could 
have produced all of these machines to 
meet their sales requirements. 

The introduction of budgets and 
their use transforms the direction of a 
business from a guesswork, to a scien- 
tific basis, predicated upon a thorough 
understanding and knowledge of all of 
the facts, circumstances, and figures of 
the business. 

Under budgetary direction, the man- 
agement of a business is able to avoid 
excessive and unnecessary expenditures 
and costs, as they are brought vividly to 
their attention in time for action. 
Furthermore, since the planning under 
budgetary control takes into considera- 
tion general market and __ business 
situations, in other words economic 
conditions, as well as the company’s 
set-up and facilities, the management is 
able to shape and plan the operations so 
that they will produce as satisfactory re- 
sults as prevailing conditions permit. 
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This month's 
collection letter: 


Submitted for your approval by 


-P. F. SUTTERLIN, 


Secretary~l'reasurer, 


Acme Printing Co., Louisville, Ky. 


Dear Sir: 


What did you do with our statement of the Ist? 


I've been looking for its return with your check since 


the 10th. 


Possibly both statement and check are still on your desk. 
If they are, please pin them together and let the addressed 


envelope enclose 
please. 


bring them to us by return mail... . 


It would be a good plan too, to write a nice order on the 
back of this letter, put it in with them and let the three 


come together. 


Your order will be just as welcome and will get just as 
prompt attention as will your check. Try us and see. 


presents each month on this page an 

outstanding collection letter. They 

are selected from those submitted 
by our readers. All letters submitted 
should be successful examples of letters 
actually used in credit department op- 
eration. No doubt, you have one or 
two letters that have been real “money 
getters.” Send them to us. We will 
be pleased to consider them for use in 
this monthly feature. 


yo and Financial Management 
» 


CREDIT and FINANCIAL MANAGEMENT 


Very truly yours, 


A great deal of collection letter writ- 
ing, however, can be obviated if proper 
care is taken in analysis of credit re- 
sponsibility. The most fundamental, 
up-to-date method ever devised for 
knowing just how worthy your credit 
applicant is as a risk has achieved fore- 
most standing among credit executives 
because it is based on the current record 
of the customer in paying his other 
debtors. There is no substitute for 4 
Credit Interchange Report. 
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Branch house 

\ credit control 
(Cont. from p.15) paper it’s written on 
until it is paid by the bank. This check 
calls for the exercise of the keenest judg- 
ment, based upon real knowledge of 
credit conditions locally. There are 
countless firms who are not entitled to 
credit whose checks are perfectly good. 
To refuse to accept the check of a firm 
in this class would cause the loss of a 
profitable C.O.D. account. There are 
other firms, however, who are regular 
bad check artists. We all know better 
than to take their checks. Where skill 
and finesse are necessary, is in determin- 
ing when to cease taking checks from 
a customer who is on the down-grade. 
It is on these accounts that we most of- 
ten stumble by extending further credit 
on the strength of an unpaid check. 
To close the account in time to avoid 
this trouble requires unusual foresight, 
together with the use of that sixth sense 
which every good credit man must have. 

Our salesmen take great pride in their 
collections. We make weekly profit 
and loss statements on every salesman’s 
and all accounts charged to bad debts 
are charged as a direct expense against 
the individual territory on which the 
loss occurred. This strongly impresses 
the salesmen with the importance of 
keeping their accounts collected in good 
shape. 

It is the human element that we have 
constantly before us in our credit rela- 
tions with both salesmen and custom- 
ers. We regard the moral risk as the 
paramount consideration in passing on 
accounts, because the day is past when 
an account can be collected thru an 
attorney. We always remember that 
doubtful customers often improve their 
credit position, and we try to be un- 
biased in our attitude toward such a 
merchant. By dealing with our custom- 
ers, both large and small, on the prin- 
ciple of the golden rule, we not only 
earn greater profits for our firm, but 
make more concrete that intangible asset, 
goodwill. 


A Loans for 

\ industry 

(Continued from page 7) The Reserve 
banks definitely prefer to make these 
loans in participation with other banks. 
The Reserve banks are able to assure 
complete liquidity and may assume up 
to 80% loss. This looks like excellent 
business for the banks, since the Re- 
serve bank commitment rate is very 
small. The Reserve banks make the 


loans direct only in exceptional circum- 
stances when credit is otherwise not 
available. 

While the provisions of the law have 
been stated again and again, perhaps it 
should be repeated here that 13b loans 
—whether direct or with local bank 
participation—are made for not more 
than five years, to provide working cap- 
ital on a ‘“‘sound and reasonable’’ basis, 
to establish businesses. In practice 
the Reserve banks interpret these con- 
ditions liberally and consider each 
Separate case on its merits, giving con- 
siderable weight to the moral risk and 


| Secretary: 


to the effect on employment. Naturally, 
if the example set by the Reserve banks 
in making 13b loans helps to shake the 
ordinary banks out of their present 
“liquidity complex,” no one will be 
more pleased than those in charge of 
13b activities. The whole object is to 
put money to work and keep the wheels 
of business turning actively. Our bank- 
ing reserves are ample, and there are 
thousands of business men who would 
now profit by the use of credit, whether 
thru ordinary bank loans, or the special 
Reserve bank facilities for providing 
working capital. 


Ss 





We finished those collection letters three 


days ahead of schedule. 


Credit Manager: That’s speed . . . let’s see, that’s an 
average of 200 letters a day for each girl. 


Secretary: And we took care of our other work too. 


Credit Manager: If those letters pull like the six we 
tested last month . . . we'll speed up collections 100%. 


Secretary: You have always said that you could speed 
up collections if you could dictate on every one. 


Credit Manager: Yes, and with Auto-typist it’s prac- 
tically the same thing . . . every letter is actually typed 
and looks personal . . . and I’m getting results with 
an approximate cost of one cent a letter. 


Perhaps you have some tested personal-letter ideas 
that you would like to try out in quantities: the Auto- 
typist “try before you buy plan” will enable you to 
prove-in your ideas. 


Auto-typist 


a Pity 
y 


=. 





The Letter-Selector does the trick! 

Your girl needs only to turn a dial 

to the letter she wants, press a button 

and the letter will be individually 

typed with pauses for inserting spe- 
cial data. 


American Automatic Typewriter Company 


608 North Carpenter Street 


Chicago, Illinois 


When writing to advertisers please mention Credit & Financial Management 23 





ome aspects of the 


sales tax 


situation 


By H. P. WARHURST, Retail Trade Section, Marketing Research 


and Service Division, U. S. Department of Commerce 


General sales tax legislation has 
been in operation in America suf- 

li ficiently long to determine some of 

the general merits and defects of 
this method of raising state revenues. 
The legislation passed by the regular 
sessions of the legislatures in the early 
part of 1935 furnishes some examples 
of new provisions in sales tax statutes, 
although several legislatures have not as 
yet disposed of the sales tax question. 

Studies by the Interstate Conference 
on Conflicting Taxation and other re- 
search bodies have fully developed the 
merit of sales taxes as a ready means 
of raising large amounts of revenues. 
However, the principle and desirability 
of sales taxes is still highly disputed. 
That retailers and certain groups of con- 
sumers are also becoming more active 
in contesting the passage of sales tax 
statutes is evidenced by the circulation 
of petitions for referendums and peti- 
tions to initiate amendments exempting 
certain types of commodities. Retail in- 
terests are usually protected by provi- 
sions in the laws providing for retailer 
collection of the tax from the consumer. 

The new sales tax statute of Ohio has 
provided for 100% passage of the tax 
to the consumer by a tax receipt system. 
This law is unique in that the retailer 
purchases tax receipts in advance and 
gives the customer a ticket which is can- 
celled at the time of the sale transaction. 
The Ohio law also grants the retailer 
a 3% commission on tax collected for 
cost of handling and cancelling the tax 
receipts. 

Likewise, the statutes of Colorado 
permit the retailer to retain 5% of the 
tax collected to cover his expense of 
collecting and reporting the tax. A ma- 
jority of the statutes in general provide 
that the retailer shall not absorb or ad- 
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vertise to absorb the tax and that the 
tax is to be collected according to a 
sales breaking point schedule. Retailers 
are confronted with a difficult problem 
in passing to the customer taxes of less 
than 2% of sales. Some statutes make 
ne provision for method of passing tax 
to the customer. 

The migration of retail trade to tax 
free stores of districts has been of con- 
cern to retailers as well as the state 
administrators of sales taxes. The Inter- 
state Conference on Conflicting Taxa- 
tion in a resolution endorsed the 
resolution introduced in Congress by 
Senator Harrison, which would grant 
the state the right to tax sales in inter- 
state trade on an equal basis with intra- 
state sales. 

The Arkansas sales tax statutes 
provide for equalization of sales tax 
rates with the rate in adjoining states 
by boundary towns and cities. How- 
ever, an injunction has been granted 
against the collection of the Arkansas 
tax so that there is no measure of the 
merit of this means of protecting the 
retail trade of the state. Other states 
have enacted or amended licensing sta- 
tutes in such a way as to require the 
payment of the state sales tax before an 
automobile may be licensed to operate 
in the state. Washington (State) im- 
posed a 2% tax on all goods exceeding 
$20 in value purchased outside of the 
state and then brought over the state 
border. 

Attempts to raise the tax rate have 
been the cause of much legislative con- 
fusion. In Missouri, Oklahoma, and 
Illinois this fight has ‘been the most 
publicized phase of the legislative 
session. 

It may be said that at this early date 
that the sales tax situation among the 
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states is in a state of flux, with chang- 
ing rates, amendments to existing laws, 
litigation and petitions the order of the 
day. It would appear that the outstand- 
ing issues confronting sales taxation 
today are: 

1. Desirability of this type of tax. 

2. Passage of tax to the consumer, 
implying the inability of the retailer to 
collect all of the taxes which he must 
pay the state. 

3. Migration of trade to tax free 
states. 


—"Domestic Commerce” 


Constructive 
\ auditing 
By Charles K. Harris, C. P. A. 


Too often a statement shows only the 
financial condition of a company at a 
particular date, with a statement from 
the accountant showing how he arrived 
at his figures and what he did or did 
not do. 

Auditors are trained and should be 
expected by the client to offer recom- 
mendations in connection with the pol- 
icies, methods, financing and statistics 
of the company. Comparisons should 
be made for the same business with 
previous years or with general business 
conditions, with other businesses of the 
same kind that are comparable or with 
a standard for that particular business. 

The following is a list of the statis- 
tical items that every report should con- 
tain wherever that item applies: 

1. The ratio of average inventory to the 
cost of goods sold, giving the inventory 
turnover. 


2. Ratio of the inventory to the current 
items. 


The purpose of the above two ratios 
is to determine whether there is an over- 
investment in the inventories. 


3. The ratio of current assets to current 
liabilities. 

. A ratio of annual sales to receivables. 
This is for the purpose of determining 
whether there is an over-investment in 
receivables. 

5. The ratio of annual sales to fixed assets. 
6. The ratio of net worth to fixed assets. 


The above two ratios are for the pur- 
pose of determining whether there is 
an over-investment in the plant and 
equipment. 


7. The ratio of annual sales to net worth. 
8. The ratio of the net worth to the total 
liabilities. : 
The above two ratios are for the pur- 
pose of determining whether there is 
sufficient capitalization. 


9. ~~ ratio of the working capital to net 
sales. 

10. The percentage of each item in the cur- 
rent assets to the total of current assets 
and each current liability to the total 
current liabilities. This is for the pur- 

se of indicating whether there has 
em a tendency towards a more or less 
_ position. 
The ratio of the net profit to the aver- 
age capital employed. 
The ratio of the net profit to the average 
net investment. 
—‘Profit” 





Special Price 


Order Your 1936 Edition of 
CREDIT MANUAL 


of Commercial Laws 
now and take advantage 
of the Special Price 


During the present year every state Legislature in the Union held a regular or 
special session. In no other one year perhaps has so much legislation affecting 
trade been spread upon the law books. .The work of checking all these changes 
and innovations in the state laws is now being completed. Much of the text for the 
1936 Edition has been rewritten so as to more clearly present the important laws 
of commerce from the layman’s viewpoint. 


Previous Editions Obsolete 


Business executives should not rely upon previous editions of Credit Manual. 
While it was as accurate as it was possible to make it last year, there have been 
so many changes and revisions in laws and so many new statutes passed during 
this year, last year’s edition might be found quite misleading and even fraught with 
danger as a guide in such matters. 


Order Today—Save Money. As in previous years a special price is offered on all 
orders received before publication. This special price is $3.75 to N.A.C.M. mem- 
bers only and $4.50 to others. The regular price of the book will be $5. 

Just fill in the coupon and mail it in now so that you will be sure to get one of 
the first copies of the 1936 Credit Manuals at the big saving in price. 


ae r 
Publications Department PUBLICATIONS DEPARTMENT, 


ss NATIONAL ASSOCIATION OF CREDIT MEN, 
N a t 1ona l One Park Avenue, New York, N. Y 


* 7 
Please send me one of the first copies of the new 1936 Edition of Credit 
A sso clation Manual of Commercial Laws. When shipped you may bill us at the special 


” rice of $3.75 ($4.50 for non members of the National Association of Credit 
of Credit Men Me . a 


en). 
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Paging the 


new books 


Reviews of the im- 
portant books on business, 
to aid executives whose 
reading hours are limited. 


This month's 
business book 


THE POPULAR PRACTICE OF 
FRAUD. By T. Swann Harding. 
Longmanns, Green & Company, N. Y. 
$2.50. 

Because the possibilities of telling the 
whole truth, part of the whole truth, 
or little of the whole truth by use of 
the written word are so great, there has 
been, without doubt, a great deal of 
abuse of the buyer’s confidence through 
our advertising. Of course, there have 
been many honest advertisers but the 
tempo of the minority of unscrupulous 
advertisers too often sets the standard 
or gives the impression that all others 
are equally unscrupulous. 

Consequently, there has been much 
ado about fraud in advertising. 

Without attempting to condone 
fraudulent advertising, it is still a bit 
reassuring to know that as early as the 
first century A. D., Pliny wrote that 
“it is the natural propensity of men to 
falsify and corrupt everything.” De- 
ception of a minor or a major sort has 
been present in man’s relationship with 
man throughout history. 

But when it comes to deception in 
the matter of drugs or foodstuffs, there 
is a greater reaction because, first of all, 
all of us are purchasers and, secondly, 
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while we may be deceived in the buy- 
ing of a horse with one blind eye, we 
can still feel that we are out only the 
money the horse costs us, but if we 
buy a fraudulently presented drug or 
food stuff, it may be one of our last 
purchases. Consequently, it has been 
a long battle between those attacking 
advertisers and those who defend the 
claims of advertisers. 

In this book, Doctor Harding implies 

that many of the advertising campaigns 
concerning our most prominent prod- 
ucts are more or less bunk. And he is 
particularly strong in pointing out the 
nonsense concerning testimonial adver- 
tising since, as he points out, it is 
always possible to find at least a few 
persons who would endorse almost 
anything. 
- Asking what is the future of fraud, 
he points out that “regulations against 
all sorts of fraud could only be truly 
effective in a national setup in which 
the production of necessities was under- 
taken as a public service and not for 
profit at the expense of consumers and 
where governmental planning organiza- 
tions would refuse to allocate capital 
for the production of fraud and sucker- 
traps. It is difficult, however, to set 
up such an organization so far in ad- 
vance of public information and under- 
standing.” 

Besides, Dr. Harding declares, it is 
not his book’s purpose to argue for or 
against our present form of society. He 
presents his case merely from the point 
of view of prevalent commercial prac- 
tices, and makes a strong plea for truth 
in advertising and restriction of ungov- 
erned exploitation of consumers who 
know not where to turn in the maze 
of conflicting claims and exaggeration 
that is very often true of some of our 
modern advertising. —P. H. 


Corporate procedure 


CORPORATION LAW FOR OFFI- 
CERS AND DIRECTORS. By Wil- 
liam J. Grange. The Roland Press 
Company, New York. Price $6.00. 
This book covers a large number of 
very important subjects for corporations’ 
Secretaries, Treasurers, and others who 
have to do with the management of 
corporations. The table of contents in- 
clude such items as, duties and liabili- 
ties of Officers, Directors and Stock- 
holders; Meetings and how to conduct 
them; By-Laws; Plans of corporation 
papers local, state and federal; proper 
securities; Stockholders’ meetings; min- 
utes of corporate meetings; Board of 
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Directors; and minutes of Directors’ 
meetings. In fact, practically every 
subject which might arise in connection 
with the actual conduct of corporations 
is contained in this large new book. 
In addition, the book contains three 
hundred and twenty-eight forms for 
transacting a usual type of corporate 
business, such as, subscription books, no- 
ness, such as, subscription books, no- 
tices, proxies, stockholders’ and direc- 
tors’ resolutions, etc. ‘This book takes 
the place of the “Corporation Proced- 
ures” published in 1927, by the Ronald 
Press, and is brought down to date so 
as to cover the legal problems entailed 
in corporate management under exist- 
ing laws.—R. G. T. 


World trade 
INTERNATIONAL TRADE PRIN- 

CIPLES AND PRACTICES. By 

Paul V. Horn. Prentice-Hall, Inc., 

New York. $5.00. 

This book can be considered as a 
basis for a discussion of international 
trade, both past and present. It gives 
consideration to the historical develop- 
ment of international business as 4 basis 
for a thorough appreciation and under- 
standing of the present international 
trade situation. 

Dr. Horn is an associate professor of 
trade and industry at New York Uni- 
versity and this book is the result of 
his many years experience in teaching 
international trade. The book is based 
upon the theory that at the present age 
of internationalism, no great nation can 
be entirely self-sufficient in the modern 
world. It must be recognized that the 
United States is now engaged in foreign 
trade, has always been interested in 
foreign trade, and in all probability 
always will be. ,; 

The book is written in an interest- 
ing manner and contains an appendix 
section of recent legislation affecting 
international trade passed by our gov- 
ernment. K. H. C. 


Compilation 
THE BUSINESS BOOKSHELF. Com- 
piled by M. C. Manley and N. E. 
Hudson under the direction of Bea- 
trice Windser. Published by the 
Public Library, Newark, N. J. $2.00. 
In previous publications in this se- 
ries, the Newark Public Library has 
released ‘Business Information and Its 
Sources,” “Business Magazines Classi- 
fied by Subjects,” and “Business Direc- 
tories: A Key to their Use.” This new 
pamphlet is an exceptionally complete 
and well-rounded summary of books on 
every phase of business and economics. 
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Credit union: 1935 edition 


(Cont. from p. 9) conscientious Boy-Scout 
who certainly had performed his good 
deed for that day. 

Now the credit union has come into 
every line of what I have written al- 
though I may seem to be late in getting 
to it. 

For the benefit of those who did not 
read an article on this same subject 
which appeared in these columns about 
four years ago may I at this time insert 
a brief definition of credit union. A 
credit union is a cooperative society, 
organized within and limited to a spe- 
cific group of people (the employees of 
the Gilchrist Company in Boston, the 
Maison Blanche in New Orleans, the 
Emporium in San Francisco, the Golden 
Rule Store in St. Paul, Hochschild, Kohn 
in Baltimore, etc.—to mention a few of 
the credit unions within department store 
groups), self managed (by officers cho- 
sen, in each case, by and from the mem- 
bers in elections in which each member 
has a single vote whatever his share 
holding), chartered, as the case may be, 
by the State or the Federal government 
(and supervised and examined annually 
by the State or the Federal examiners 
who are obliged to close a credit union 
for cause), supplying the members with 
(1) the best system for saving money 
and (2) the resources with which they 
are able to take care of their own short 
term credit problems at normal interest 
rates, the whole process resulting in (3) 
very valuable education in this hitherto 
mysterious business of managing money 
efficiently and honestly for the sole 
benefit of those people to whom it be- 
longs. 

In order to get the statistical parts of 
this discussion out of the way as quickly 
as possible may I also state that forty- 
two states have enacted credit union 
laws and that, in 1923, Congress en- 
acted a law making credit union organi- 
zation possible under Federal supervi- 
sion in the District of Columbia while 
the 74th Congress wound up the credit 
union legislative job by the enactment 
of Senate Bill 1639 which makes it now 

possible to organize credit unions any- 
where in the United States under Fed- 
eral jurisdiction. There are as noted in 
the United States, in round numbers 3600 
credit unions; at this date (June 21) 
117 new credit unions have been organ- 
ized this month. Also as previously 
noted the average monthly production 
of new credit unions at this writing is 
about the same in totals of new credit 
unions as the per annum production of 
five years ago. 

In the summer of 1934 fifty-five of 





the credit union leaders from twenty- 
three states drafted a Constitution and 
By-laws for a national association of 
credit unions which instrument was 
subsequently referred to all of the 
credit unions of the United States, in 
state meetings assembled, for their con- 
sideration. The net result of these 
meetings was the organization of thirty 
new state leagues of credit unions and 
the ratification of the Constitution and 
By-laws by thirty-five state leagues. 
The Credit Union National Associa- 
tion will take over the direction of the 
credit union movement in the United 
States, on a permanent basis with head- 





quarters at Madison, Wisconsin, on 
September 1st, 1935. 

Between 1921 and 1935 credit union 
promotion was carried on in the United 
States by the Credit Union National Ex- 
tension Bureau, financed by Edward A. 
Filene of Boston as a disinterested pub- 
lic service. It has been my good for- 
tune to be associated with Mr. Filene 
in this work and the work of the Bu- 
reau has led normally and quite nat- 
urally to the organization of the national 
association. 

And what has the credit union to do 
with these problems? 

Cooperative credit takes the profit 





Twenty Percent Better Protection 
for 
Twenty-Two Percent Less Money 

























99 JOHN STREET 





When writing to advertisers please mention Credit & Financial Management 


Our study of the insurance buying practices of America’s 
leading 12,000 manufacturers and 10,000 wholesalers re- 
vealed the actual effect of insurance surveys on the average 
firm’s insurance protection. Seventy percent of the group 
have recently had insurance surveys or audits made of 
their insurable hazards and insurance coverage. 


The research revealed these firms’ needs for insurance— 
the insurable hazards in each case. We also found out 
what insurance they have. The 15,400 who had surveys 
or audits made are twenty percent better protected. 


The 6,600 firms who had no such surveys made pay an 
average of $8249 a year for insurance. The firms that had 
surveys made by agents or brokers pay an average of $6745 
for insurance each year. Thus in the average case calling 
in a competent agent or broker to make a survey of in- 
surance needs and coverage results in twenty per cent 
better protection for twenty-two per cent less money. 
Clearly such surveys are essential for safety, security 


and insurance economy. Have you and all your debtors 
secured this service? 


There’s a representative of one of these three sound, 
reliable, progressive fire insurance companies near you. 
He’s a competent insurance analyst—a man you should 
know. He'll be glad to tell you more about this pioneer 
research into insurance buying-practices and about insur- 
ance surveys—without the slightest obligation on your 
part. Call him in, or dictate a note to us, now. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 
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motive out of the short term credit busi- 
ness and substitutes the service motive. 
Credit unions, increasing rapidly and 
with no reasonable saturation point 
short of complete service to all of the 
people of the United States who need 
credit union service, will save for work- 
ing people and thereby transpose into 
new cash buying power the hundreds of 
millions of dollars now lost in various 
forms of high rate money lending. 
Properly developed and_ intelligently 
administered, they will make cash 
buyers of things out of the American 
people, saving the additional hundreds 
of millions of dollars now lost through 
purchasing at the wrong time, in the 
wrong amount and on credit. 

Credit unions will approach even- 
tually all of the economic problems of 
their people from a service view point— 
to the end that the average credit union 
member, his opportunity created by in- 
telligent cooperation with his fellow 
credit union member, will be able to 
get out of what money he has as nearly 
as humanly possible one hundred cents 
worth of true buying power to the dol- 
lar expended. The chance to work at 
decent pay—with decent hours—pro- 
tection by adequate insurance both 
against unemployment and death—the 
right to get from the dollar expended a 
fair dollar's worth of things and serv- 
ices—those are the simple things we 
need that our economic life may be for 
the people and of and by the people. 
Is it not obvious that the credit union 
has a very important part to play in this 
process ? 


Waste in 


y, business 


(Cont. from p. 20) react, in turn, upon 
the merchandise flow of their sources. 

In connection with the interpretation 
of the facts as presented by the financial 
statements of concerns which make up 
the various outlets it is suggested that 
serious consideration be given to the 
utilization of the credit executive of 
their respective concerns. His princi- 
pal function, of course, is to pass upon 
the desirability of credit risks and in 
exercising this function he is brought 
into close contact with various indus- 
tries and trades. He is continually re- 
viewing financial statements and other 
data from which he gains valuable in- 
formation as to the time and extent of 
a trade or industry's activity. By reason 
of his constant reviewing of profit and 
loss statements he is in an excellent 
position to know the general trend of 
sales, gross profit margins, etc. From 


his analysis he can note’the causes of 
the changes and interpret them in the 
light of existing conditions for the 
benefit of his own concern. His ad- 
vice, therefore, should not be over- 
looked for he is the possessor of in- 
formation regarding conditions at the 
various points of outlet for goods. He 
is much less likely to resort to wild 
guesses as to what business may expect 
than are some of the other executives 
of the house who are not dealing day 
by day with the cold facts, but are de- 
pending more or less upon rumor and 
hearsay. 

Ten billion dollars of annual waste 
is a huge sum and affects all businesses, 
large or small. During a period of 
prosperity such a loss may pass un- 
noticed but during a trying period it 
looms large in the business horizon. 
While it is true that this waste cannot 
be entirely avoided it should receive 
serious thought and consideration in 
order to reduce it as much as possible. 
A means has been suggested here with 
regard to the utilization of the credit 
executive and his special knowledge as 
applied to the specific cause cited. 
There are other possible ways which 
may suggest themselves in the use for 
this executive and the proper place and 
recognition should be accorded him in 
every concern in the formulation of 
policies of production, distribution, 
finances, etc. 

“Credit Executive” 


Corporate 
\y reorganization 
(Continued from page 6) of the United 
States Supreme Court in its decision de- 
claring the Frazier-Lemke Act uncon- 
stitutional. 
It is clear, therefore, that creditors 


need have no fear of reorganization 
proceedings. They can be compelled to 
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accept securities only if two-thirds of 
their class agree to the plan. If two- 
thirds of the class do not agree, they 
are entitled, in practically all cases, to 
a cash payment which will probably ex- 
ceed the amount which would be re- 
ceived either in bankruptcy or in equity 
receivership. 

Dissatisfaction has been caused by 
some of the proceedings actually insti- 
tuted under Section 77B. Some of the 
criticism is unjust, but in large part it 
it just. 


Proceedings in bad faith 

Proceedings for reorganization under 
77B have in many instances been insti- 
tuted by corporations with little prospect 
for successful reorganization, merely to 
hinder and delay creditors and enable 
the officers and stockholders to continue 
in control of the assets. Proceedings in 
bankruptcy should have been initiated. 
The statute affords various remedies for 
this evil. 

Section 77B provides that the court 
shall not approve a petition unless it is 
convinced that the petition has been 
filed in “good faith.” Under this provi- 
sion, courts are requiring evidence by 
affidavit that a reorganization is reason- 
ably feasible and will produce beneficial 
results for creditors and stockholders. 
They have, in many cases, already re- 
fused to approve petitions because they 
were not convinced of the desirability or 
feasibility of reorganization. Some of 
the committees which are working on 
local court rules for 77B proceedings 
are suggesting rules requiring peti- 
tioners to show affirmatively that ade- 
quate relief cannot be had under the 
Bankruptcy Act either in bankruptcy or 
in composition proceedings in bank- 
ruptcy. It is hoped that these rules will 
compel corporations possessing simple 
capital structures, and having only un- 
secured creditors, to seek relief through 
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composition in bankruptcy rather than 
through proceedings under Section 77B. 

If the court is convinced that the 
proceedings were initiated with the. ul- 
terior motive of delaying and hindering 
creditors, rather than in an honest effort 
to reorganize the corporation, or if, for 
any reason, it believes that a reorganiza- 
tion may not reasonably be effected in 
the proceedings, it may dismiss the pro- 
ceedings. Or, if the corporation is in- 
solvent, it may direct a liquidation of 
the corporation’s assets and a distribu- 
tion of the proceeds in accordance with 
the law and procedure of bankruptcy. 

A dismissal of the proceedings re- 
stores the rights and remedies of cred- 
itors as though the proceedings had 
never been initiated. They may then 
either pursue their legal remedies or 
proceed against the debtor in bank- 
ruptcy. 

If, instead of dismissing the proceed- 
ings, the court finds the debtor to be 
insolvent and directs its liquidation, sub- 
sequent proceedings are carried out as 
though the original petition had been 
in bankruptcy, and the creditors par- 
ticipate in exactly the same way as they 
do in bankruptcy. 


Obstruction by stockholders 

Criticism has also been made against 
Section 77B, but more particularly 
against the Railroad Reorganization Act, 
known as Section 77, on the score that 
stockholders have been permitted to ob- 
struct unduly the preparation and con- 
summation of plans of reorganization in 
order to secure for themselves a better 
position in the reorganization than the 
situation warrants. This obstruction is 
particularly effective in border-line situ- 
ations where there is doubt as to 
whether the corporation is solvent or 
insolvent and where the creditors and 
those interested in the reorganization 
desire to save the time and expense of 
proving that the corporation is insolvent. 

This evil may be largely eliminated 
through the adoption of an expeditious 
and practical procedure for determin- 
ing whether a corporation is insolvent. 

Another solution which has been 
suggested in connection with the Rail- 
road Reorganization Act, and which is 
embodied in a proposed amendment to 
Section 77 now pending in Congress, is 
the elimination of the requirement that 
a plan be approved by the creditors or 
stockholders if the Court finds the plan 
to be fair and equitable. Regardless of 
the merit of this proposed amendment 
of Section 77, where there is a double 
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check upon the fairness of the plan 
(since it must be found to be fair and 
equitable by both the court and the In- 
terstate Commerce Commission), the 
proposal would seem to be undesirable, 
and probably unconstitutional, in con- 
nection with proceedings under Sec- 
tion 77B. 

The fact that in many cases the court 
has continued the debtor in possession 
of its assets, as permitted by Section 
77B, instead of appointing a trustee to 
take possession, has aroused consider- 
able criticism. 

There are two reasons why it may 
be desirable to permit the debtor to re- 
main in possession: (1) To save ex- 
pense, and (2) to secure administration 
by persons familiar with the business 
and therefore better qualified to con- 
tinue its operation. On the other hand 
there are equally good reasons for not 
continuing the debtor in possession: 
(1) The control and management of 
the debtor may be inefficient and re- 
sponsible for its financial difficulties, 
and (2) The debtor is unlikely to 
prosecute claims which the corporation 
may have against its officers or direc- 
tors for misconduct. The continuance 
of a debtor in possession therefore has 





























certain definite advantages and equally 
definite disadvantages. 

The court should be fully informed 
about the situation before it continues 
the debtor in possession. Court rules 
are being considered which will require 
the debtor to give full information as to 
the desirability of its continuance in 
possession, before the court determines 
the question. Such rules also afford im- 
portant creditors an opportunity to be 
heard in opposition. If opposition is 
voiced by a substantial portion of cred- 
itors, the court should continue the 
debtor in possession only in rare in- 
stances. 


The burden upon judges 

That proceedings under Section 77B 
have greatly added to the volume of 
the work of our federal judges cannot 
be questioned. Many of them have 
stated that Section 77B has caused 
greater congestion in their courts than 
existed even under Prohibition. 

Some of this congestion will be elim- 
inated as attorneys and judges become 
more familiar with the law and pro- 
cedure of proceedings under Section 
77B. The statute is ambiguous in many 

- (Continued on page 40) 
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billions. Through the Government Service 
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1935 Is 
Interch 


“| attended the Group Meeting of our Industry on Credit Congress Day at Pitts- 
burgh. After listening to the men discuss their problems at length, | inquired 
what they would consider the average annual bad debt loss based on sales in our ruptc} 
Industry. After some discussion they agreed that one-tenth of one per cent was aa 
perhaps a fair average. | had been commenting favorably on the use of Credit ; 
Interchange Reports in conjunction with financial statements, where the latter 
are obtainable, and did not tell them that we have found it possible to hold bad 
debt losses at a range from one-twenty second to one-thirty eighth of one per 
cent, and furthermore that eight out of every ten accounts refused are even- 
tually found out of business, bankrupt, reorganized, or refinanced, which indicates 
that by using Credit Interchange Reports as an important feature of our credit an 
checking we are not running away from a great volume of business needlessly." 
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Exemption Rule in 
Louisville May Be 
Important Opinion 
State Law Permits Re- 


taining Provisions 
for Family for Year 





Louisville—A decision handed 
down in the State of Kentucky re- 
cently doubtless will be of interest 
to credit men in other states as well. 
This decision refers to the allow- 
ance or exemption provided in bank- 
ruptcy cases under which a grocer 
may claim out of his grocery stock 
“sufficient provisions to sustain his 
family for one year.” 


It has been found in Kentucky 
that in most cases grocery stocks were 
reduced to such a minimum when 
bankruptcy takes place that little 
more of the stock remains than 
could be claimed by the grocer as 
his maintenance exemption. 


In a recent case in which a repre- 
sentative of the Louisville Credit 
Men’s Association served as Trustee 
the bankrupt asserted his claim for 
provision out of his grocery stock. 
The Louisville bureau, however, de- 
cided to make a test case and was 
able to show that the amount of 
provisions needed to sustain his 
family for one year would amount 
to $250, rather than $500. The 
judge held in this case that the Ken- 
tucky statute does not authorize the 
setting aside of such foodstuffs and 
provisions out of a stock of mer- 
chandise in a store conducted by a 
bankrupt as a commercial business. 
In this particular case the stock of 
merchandise left was valued on a 
cash basis at $500. so the creditors 
will receive an additional $250. in 
cash because of the action of the 
Louisville Association in making a 
test on this point. 


The large number of bankruptcy 
Cases among retail grocers makes 
this decision of special importance. 
It is suggested that this ruling be 
brought to the attention of referees 
in other states. 


Orville Livingstons 
Entertain Friendsat 
BigAnniversaryFéte 


St. Louis—Saturday, July 27th, 
was a memorable day in the lives of 
Mr. and Mrs. Orville Livingston, for 
on this date they celebrated their 25th 
wedding anniversary. The occasion 
also was marked as a “house-warm- 
ing” for the attractive new home in 
the beautifully wooded hills just out- 
side of this city in St. Louis county. 


Nearly 150 were on hand to join 
with the secretary-manager of the St. 
Louis Association of Credit Men and 
his wife in celebration of the day 
toward which their thoughts had been 
centered for so long. Sports of va- 
rious kinds featured the afternoon 
hours while dancing and bridge 
games were enjoyed during the 
evening. 


The new Livingston home is one 
of the most attractive in the suburban 
area which is becoming so popular 
just outside of the St. Louis city 
limits. It is situated in a slightly 
hilly section which is studded with 
magnificent native trees. 


LEADS GRAND RAPIDS 


ee aS 


R. W. Torwood, New President of the Grand 

Rapids Association of Credit Men, Who Has 

Extensive Plans Now in Operation for Activ- 
ities in His Association. ~ 


SAMUEL MAYER DIES 

Cincinnati—Samuel Mayer, for- 
mer director and president of the Cin- 
cinnati Association of Credit Men 
and a former Director of the National 
Association, passed away at his home 
here late in July. He was formerly con- 
nected with the Isaac Faller & Sons 
Company. He had been an active fig- 
ure in credit circles here for many years. 





Los Angeles made a marvelous showing in its membership campaign and 


came within a fraction of one percent of winnin 


the Class A Trophy. The 


above picture shows eee S. P. Chase (left) and R. W. Watson, 1934 


President of the Association 


right), as Arvel Zeman at Mr. Chase's left is 


presented with the grand capitol prize in the membership contest. This 

prize provided for a free trip to the National Convention at Pittsburgh. At 

Mr. Watson's right is Mrs. L. E. Fish, winner of the second capitol reward. 

The young lady who is presenting the checks to the prize-winners, is Miss 

Joy Breckenridge, charming little daughter of the vice president elect of the 
Los Angeles Association. 





Legislative Work 
Continues During 
Summer Months 


House May Act This 
Session on Heard 
Bond Measure 


With the machinery of Congress 
still grinding away at th e Legislative 
grist, interest of N.A.C.M. members 
still is centered in those measures 
which directly affect the Credit Fra- 
ternity. The activity of the Na- 
tional Legislative Committee is being 
continued during the summer 
months with several conferences 
held in July and others slated for 
August. 

The two measures holding most 
interest for members of our associa- 
tion are the Heard Act, which pro- 
vides a special bond as protection for 
suppliers of materials and labor, and 
also the conference measure for re- 
writing the National Bankruptcy 
Act. 

The Heard Act known as HR- 
8519 has been reported out favorably 
by the House Judiciary Committee 
and is now on the Union Calendar. 
Whether this measure will be pushed 
along in time to be passed and sent 
over to the Senate before adjourn- 
ment is at present a matter of con- 
jecture. This measure has received 
favorable commendations from a 
large number of our associations, es- 
pecially those having members who 
make a specialty of public works 
contracts. 

There does not now seem to be 
much chance of final action on the 
re-draft of the Bankruptcy Act, as 
worked out by the National Bank- 
ruptcy Conference. The present 
program is that a special sub-com- 
mittee of the House Judiciary will 
be appointed to study this re-draft 
during the Congressional Recess and 
that it will be put on the first order 
of business in the next Session of 
Congress. The National Association 
of Referees held its annual meet- 
ing in Washington on July 25th to 
the 27th. Executive Manager Hei- 
mann, General Counsel Montgomery, 
Brace Bennitt, in charge of legisla- 
tive activities, and C. F. Baldwin, 
in charge of the Washington Service 
Bureau, represented our Association 
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at that session. The referees gave 
the new Bankruptcy Bill careful 
study before adjournment. 
President Haight is now at work 
on listing members for the new Na- 
tional Committees. The appoint- 
ments to the Legislative Committee 
for the new year probably will be 
announced early this month. The 
National Association legislative work 
and also the activity of many of the 
local associations in their own states 
has been active this year with a very 
commendable record of accomplish- 
ments to be chalked up for both the 
local and national organizations. 


New C.A.C.M. Staff 
Making Plans foran 
Active Year’s Work 





The new officers and directors of 
the Chicago Association of Credit 
Men are now hard at work making 
plans for an active year’s work. The 
new officers who were inaugurated 
at the last big social function of the 
year before the summer recess are 
as follows: 

W. J. Claussen, vice president and 
secretary, Hibbard, Spencer, Bartlett 
& Company, president; L. E. Schroe- 
der, vice president, Geo. E. Watson 
Co., first vice presiden; George M. 
Groves, president, Groves Shoe Com- 
pany, second vice president; and A. 
E. Halvorsen, assistant vice president, 
Lake Shore Trust & Savings Bank, 
treasurer; and the following who 
were elected directors for a term of 
2 years: 

L. W. Brigham, The Wahl Com- 
pany; Don Campbell, Fidelity-Phenix 


; Fire Insurance Company; L. T. Had- 
» ley, Goodman Manufacturing Com- 


pany; W. H. Hottinger, Jr., Bowey’s 
Inc.; Sigfried Overstraeten, Van 


_ Cleef Bros.; H. L. Rusch, Standard 
* Oil Company (Indiana); P. J. Sil- 
» berstorf, General Cigar Company, 


Inc.; D. G. Smylie, Parke, Davis & 
Company; E. M. Tourtelot, First 
National Bank of Chicago; and W. 


; F. Young, General Electric Supply 


Corporation. 
The other directors of the Asso- 


, Ciation whose terms do not expire 


until 1936 are: C. L. Bonson, The 
Allen-A Company; C. R. Braatsch, 
Chicago Paper Company; Ralph 
Dempsey, Link Belt Company, Cald- 
well-Moore Plant; Walter Evenson, 
Crane Company; T. B. Fidler, 
Snider Packing Corporation; S. T. 
Harwood, Philadelphia & Reading 
Coal & Iron Company; I. N. Haskell, 
Alfred Decker & Cohn, Inc.; J. J. 
Killacky, John Sexton & Company; 
A. W. Selby, The Chicago Daily 
News, Inc.; and Fred D. Wetzel, 
Jourdan Packing Company, 
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New Orleans President Follows in 
Credit Path Blazed by His Father 


R. L. Simpson Now 
Occupies Office Held 
by Parent in 1916 in 
N. 0. C. M. A. 


New Orleans.—The New Orleans 
Credit Men’s Association can boast 
of a family sequence that has hap- 
pened most infrequently in the 
annals of our organization. 

The head of this distinguished 
family combination, Mr. W. P. 
Simpson was one of the founders 
and has been president since 1915 
of C. T. Patterson Company, In- 
corporated, one of New Orlean’s 
successful and enterprising con- 
cerns. 

He served New Orleans as presi- 
dent of its Association of Commerce. 
He served his industry by contribut- 
ing two years to the presidency of 
the Southern Supply and Machinery 
Dealers Association. He served the 
credit welfare by accepting the presi- 
dency of the New Orleans Credit 
Men’s Association in 1916 and oc- 
cupied that position through 1919. 

In the rapidly changing days of 
our recent history, few men of busi- 
ness affairs have attained a personal 
record of such eveness and influence 
as befell Mr. Simpson. He served 
his generation well. 

The second Mr. Simpson is in his 
early thirties. With a scholastic 
equipment, furnished by Cornell 
University, and a degree of Bachelor 
of Business Science won at Tulane 
University in 1924, this son R. L. 
Simpson became identified with his 
father’s business and was elected a 
vice president of the company in 
1932. 





R. L. SIMPSON 

True to the family tradition this 
young business man recognized the 
value of cooperation and for three 
years served the New Orleans 
Association of Commerce as Chair- 
man of its Trade Development Bu- 
reau. The credit mindedness of the 
father found expression in the son. 
He entered wholeheartedly into the 
work of the New Orleans Credit 
Men’s Association, served on several 
important committees, and was 
elected president of the Association 
in 1934, a position that he now occu- 
pies. 





Betty Hess Is New Head 
Seattle Credit Women 





Seattle—Miss Betty Hess is the 
new president and Miss Clara Sten- 
strom, the new vice president of the 
Seattle Credit Women’s Club of the 
Seattle Association of Credit Men. 


The election of Miss Betty Nims 
as Treasurer, and Miss Kathryn 
Slaughter as Secretary of the Wom- 
ens Club also is announced. This 
club had been conducting a money 
raising campaign to send a delegate 
to the Pittsburgh Convention but it 
was found impossible to raise 
enough money to pay all expenses. 


Joseph Rubanow Recuperating 


New York.—Joseph Rubanow, 
newly elected president of the New 
York Credit Men’s Association, is 
recuperating in the Catskill Moun- 
tains after an illness of several 
weeks. 

Mr. Rubanow had made plans to 
accompany the large New York del- 


! egation to the Pittsburgh convention 





but instead was taken to the hospital 
a day or two before the convention 
for a major operation. 

He is now convalescing rapidly 
and is expected to return to his 
duties as manager of the 43rd Street 
and 8th Avenue office of the Manu- 
facturers Trust Company, New York, 
about the middle of August. 


Detroit A.C.M. Has 
15 Active Groups; 
Held 204 Sessions 


Detroit: The annual report of 
Secretary Manager Montgomery of 
the Detroit Association of Credit 
Men indicates that the Wayne 
County association now had fifteen 
active crédit groups in operation, 
These groups include: Brewery, 
coarse paper, fine paper, Michigan 
paper, drug and candy, flouring and 
milling, hardware and paints, laun. 
dry supplies, meat packers, paint 
and wallpaper, petroleum, printing 
trade, radio, stationery and office 
supplies, steel treating. 

A total of 156 different member 
firms are being served in these 
groups, according to Secretary 
Montgomery's report. During the 
past year 204 group meetings of 
various kinds were held. 

On Interchange, the Detroit Bu- 
reau supplied reports upon inquiries 
from members totalling 31,189, a 
substantial increase over previous 
years. This department is now 
under the direction of E. C. Lock- 
man, with the assistance of Mathew 
Lewis. 

A new department known as the 
Collection Division was installed 
during the past year under the di- 
rection of E. R. Nichols. This new 
department handled during the past 
year a volume of business closely 
approaching the million dollar mark. 





New Jersey Credit 
Men Compete for 
Prizes at Outing 


Newark.—The annual outing, 
golf tournament and dinner dance 
at the New Jersey Association of 
Credit Men was held at the Crest- 
mouth Golf Club, West Orange, 
N. J. on June 27th. It was the 
largest outing and dinner dance evet 
held by the New Jersey Association. 
Over forty valuable prizes had been 
donated by member-firms, and a good 
portion of these were distributed 
amongst the sixty golfers, who com- 
peted on a handicap of low gross 
score, low net score, and kickers 
handicap. One hundred and fifty 
joined the golfers for dinner and 
dancing. 

Cleveland Mourns Former 

Leader 

Cleveland.—Clay Herrick, who 
served the Cleveland Association # 
President during the year 1930-1931 
died suddenly a few weeks ago. He 


was a member of this Association for fj 


Seventeen years and was also active 
in the Robert Morris Associates. 
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Valuable Prizes at 


8; fBusiness Display 





es 

0s F Increase Attention 
of An innovation was given a try- 
of out this year in connection with the 
poi Business Show which for several 
m8 year has been a feature of the Na- 
teen Bf ional Convention. On_ previous 
—. years the exhibits have been grouped 
very, ; é 
. .’ Mi about the registration headquaters. 
1840 HE this year-it was decided to enlarge 
and the scope of the Business Show and 
- place it in larger quarters. 
Daint 
ting To do this at Pittsburgh it was 
office |g necessary however to move the Show 

into one of the larger ballrooms off 
mber @ the main lobby. In order to attract 
these the delegates to the show and to be 
etary jp sure that each delegate paid a visit 


the «@ the displaly some time during the 
s of convention period, special cards were 
enclosed in each registration envel- 

Bu. @ ope. It was necessary for each dele- 


tities | gate to present these cards to the 























Credit Career 





in that capacity when the former 
Philadelphia Association of Credit 
Men became past history. 


So vitally interested was he in the 
maintenance of a credit association 
in Philadelphia that he gave a great 
deal of his time and was very gen- 
erous both in his personal and his 
business capacity in helping to f- 
nance the new association, which is 
the Credit Men’s Association of 
Eastern Pennsylvania. 


The newly organized association 
needed a leader. What choice more 
natural, than, Mr. Rickards? 


When the call came to him to 
head the new association and to as- 
sume many ‘of the responsibilities 
that accompanied the incorporation 
of the new association, he very frankly 
stated that he could not say “no.” 


9, a  Yatious exhibition booths. After 
vious jg being thus validated, the cards were 
now I deposited in a large box for a big 
‘cock. Prize drawing. 
thew On Thursday night just before the 
last session the winning numbe-s 
; the JB were drawn from this box to award 
alled % several very attractive prizes. It was 
> di- B a noteworthy incident in connection 
new [& with this awarding of prizes that all 
past J of the delegates whose tickets were 
sely HF drawn from the box were present 
nark. J when the awards were made. 
The following received prizes 
it which were headed by a very attrac- 
tive Corona portable typewriter and 
r a black onyx desk set: 
D Henry Cusick, Wichita, Kansas, 
typewriter; H. E. Andrews, Roches- 
ig ter, N. Y., black onyx desk set; M. 
ing, C. Wylie, Pittsburgh, Pa., portfolio; 
we C. A. McAuliffee, Malden, Mass., 
id glass desk set; I. M. Paul, Baston, 
rest. | Mass., pen and pencil set; W. S. 
nge, Murtfeldt, Nela Park, Cleveland, 
the Ohio, pen and pencil set; C. V. Orr, 
ever | Dutningham, Ala., zipper case; F. P. 
tion Bell, Drexel Hill, Philadelphia, Pa., 
been desk pad. 
good 
yuted 
com § El Paso Registers Gain 
‘es f° 65.5% During Year 
fifty El Paso.—For the year ending 
and fj April 30, 1935, the Tri-State Asso- 
Cation at El Paso showed a net 
J membership gain of 65.5 percent. 
The Directors report a most satis- 
oi factory revival of spirit and conf- 
ais dence in the organization. 
1931 Attendance at group meetings has 
_ He fm ™te than doubled. Operating 
n for i Profits have shown a small but steady 
m iMcrease. 1935 should be a most 


se 


Successful year for this local asso- 
Cation. 





A. T. RICKARDS 


In the same year, 1896, that saw 
the establishment of the National 
Association of Credit Men in Toledo, 
there was born in Philadelphia, the 
Philadelphia Association of Credit 
Men. And only seven years after its 
birth, there came into its member- 
ship Mr. A. T. Rickards. 

This was the beginning of a ca- 
reer in credit association work that 
was rewarded at the Fortieth An- 
nual N. A. C. M. Convention in 
Pittsburgh in June with the election 
of Mr. Rickards as a National Di- 
rector for the second time. During 
the activities of the Pittsburgh 
Convention, Mr. Rickards served dili- 
gently as a member of the Resolu- 
tions Committee. 

After taking part in the association 
activities in various ways, Mr. Rick- 
ards became a Director of the Asso- 
ciation in 1918 and served for one 
year, following which he was made 
first Vice President for a two-year 
term and in 1921 became President 
of the Association for another term 
of two years. 

1923 saw him back as a member 
of the Board of Directors and he 
served on that body for three years, 
as well as a two-year term starting 
in 1923 as Director of the National 
Association of Credit Men repre- 
senting the Philadelphia area. 

Following this last term as Direc- 
tor, Mr. Rickards became a member 
of the Advisory Board of his Asso- 
ciation, this Board being composed 
of past Presidents, and was serving 


And although he and the members 
of the association realized that the 


added responsibility would be con- 
siderable, he gladly accepted the 
task, and is now President of the 
Association. 


To those who know and under- 
stand the function of a credit asso- 
ciation, this speaks volumes with 
regard to the value of association 
activities. As for Mr. Rickards 
personally, it reflectcs the wonderful 
spirit of cooperation and self-sacri- 
fice that members of the Association 
in Philadelphia and the National 
Association should take full cog- 
nizance of, for his example is indeed 
inspiring. 


But Mr. Rickards has not been 
solely interested in credit associa- 
tion work. His activities are varied. 
Besides his position as Comptroller, 
Assistant Treasurer and Director of 
the H. K. Mulford Company in 
Philadelphia, during the early days 
of the association, he was for four- 
teen years a member of the Council 
of his Borough, as well as Mayor, 
for six years President of the Board 
of Education of Prospect Park, be- 
sides being an active church worker 
at the Sunday School and Trustee 
and Elder of his church. 


At the present time, he is Assist- 
ant Treasurer of Sharp & Dohme, 
Inc., with which the Mulford Com- 
pany was merged some years ago. 
He is also President of the Interboro 
Bank and Trust Company of Pros- 
pect Park, Pennsylvania. 


We are happy to be able to pre- 
sent him in this biographical feature 
and know that Mr. Rickards’ many 
friends will be pleased with this 
modest recognition of his work. 










































































Swingle Speaker 
at Public Affairs 


Institute Session 





William S. Swingle, Director of 
the Foreign Department and Comp- 
troller of the National Association 
of Credit Men, delivered an address 
on the subject of Foreign Exchange 
Problems in Relation to Trade Re- 
covery, at the Institute of Public 
Affairs at Charlottesville, Va., on 
July 4th. 

This address was part of the group 
sessions on Foreign Trade relations 
and stabilization under the direction 
of Dr. J. Anton DeHaas, of the 
Harvard School of Business Admin- 
istration. This session was part of 
the two weeks sessions of the Insti- 
tute of Public Affairs held at the 
University of Virginia each year at 
which prominent speakers from all 
sections of the country discuss im- 
portant economic, social and other 
problems of general interest. The 
sessions were followed by open 
forum discussion. 

Mr. Swingle in his remarks 
pointed out the importance of for- 
eign trade in the recovery program 
and particularly stressed the difficul- 
ties in the free movement of goods 
between countries owing to the dif- 
ficulties of exchange transfer. Credit 
risks abroad are relatively good. 
The responsible foreign buyer, al- 
though able to pay in his own cur- 
rency, may find it difficult or 
impossible to make exchange trans- 
fer due to conditions beyond his 
control. This exchange transfer 
problem is improving in many 
points throughout the world. 

Mr. Swingle also pointed out the 
necessity of working toward free- 
dom from various trade restrictions 
and compensating agreements which 
have resulted in hindrance of trade, 
and {advocated working along the 
trade agreement program as now 
carried out by the Administration to 
relieve as far as possible these dif- 
ficulties and permit freer exchange 
of goods between countries. 


CLASSIFIED ADS 





CREDIT EXECUTIVE 


A former Bank Officer, and later Assis- 
tant Treasurer of a national organization, is 
available for a position in credit or treasury 

artment work. % 
rienced in Banking, Manufacturing, 
ce Management. 58 

Past business record and training covers 
general accounting, credit, collections an 
purchasing. Some sales training acquired. 

Can assume a position that needs re- 
sponsibility, initiative and the will to co- 
operate with others. : 

Excellent references as to character, abil- 
ity and integrity. a ; 

Age 35, Married. Willing to locate in 
any section of the United States. = 

Box 45, care of the Credit and Financial 
Mansgement, One Park Avenue, New York, 


and 
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modern 


ofhice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Desk calendars 

Finch & McCullouch of 80 South 
La Salle Street, Aurora, Illinois, have 
two new calendars: the “Executive” 
desk model, which measures 414 
inches in height and has a felt-lined 
surface, and a “Junior” model, 7 
inches tall and equipped with a wall 
hanger. These models, finished in solid 
walnut cases, are durable and, at a 
quick glance, enable one to see the 
day of the week, the month and the 
date of the month. Bakelite dialing 
knobs are attached to both sides. 
"Hi-Speedo-Graph" 

Hi-Speedo-Graph No. 2 is a new 
machine put out by the Royal Dupli- 
cator Company, 9 South Clinton Street, 
Chicago, Illinois. Moderately priced, it 
is designed to give long service. It has 
an automatic register control which 
gives full check of the impression .at 
any position on the paper, making it 
possible to use one stencil for a num- 
ber of various types of printing. It also 
has an automatic stop and removable 
cylinders. 
Metal Tab 

The Victor Metal Tab Guide has a 
double saddle insert that slips in or 
out easily and holds securely when not 
mistreated. It is a saddle type of index 
label which fits into a reverse celluloid 
protector also having a saddle fold. 
There is enough tension to hold the in- 
sert securely in place and, at the same 
time, can be quickly removed without 
bending, wrinkling or tearing. The tab 
is made so as not to rust and is finished 
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in a black satin that does not rub off. 
You may refer to the Victor Safe and 
Equipment Company, North Tona- 
wanda, New York, for further details. 


Rubber stamp 

The Unity Stamp Company, Inc., 5 
West 40th St., N. Y., introduces a new 
type of rubber stamp. This “Indexo- 
lock’”’ is said to have five new features. 
It was given its name because on one 
side of the stamp the reading matter 
on the stamp is reproduced. Another 
feature is its locked sponge cushion vul- 
canized into the grooved wood base. 
The cushion has three times the height 
of the average cushion, thus producing 
a light touch when used. The front of 
the handle is flat-faced, thereby enabling 
the user to tell immediately which is 
the front of the stamp. It comes in 
blue maplewood and is of a high grade 
rubber to ensure long use and distinct 
impressions. 
Easier filing 

Cel-U-Dex Corporation of Brooklyn, 
New York, presents a new filing con- 
venience, the Div-I-Dex. The Dividex 
units are made of rigid welded steel. 
These can be easily inserted in a file 
drawer, either letter or legal size, and 
holds the file contents in a vertical posi- 
tion. The follow block is eliminated. 
The Div-I-Dex increases visibility and 
is a time saver when filing. 


New Ditto 

A new principle in a duplicating ma- 
chine has been put out by Ditto, Inc., 
Harrison Street and Oakley Boulevard, 
Chicago. It is Ditto $10. It has the 
combined flexibility of flat-bed dupli- 
cators and the operative efficiency of the 
automatic rotary. It is a large volume, 
heavy duty duplicator and is capable 
of producing daily the duplication of 
order and billing paper works, forms, 
reports, card records and production 
sets. It is said to be a 75% improve- 
ment over the older method. It is 
operated by electricity, has a pedal con- 
trol and has an illuminated copy sur- 
face which is most convenient in the 
operation of these machines. 


News wage 
About 17 percent of the editorial 
employees of a typical group of daily 


newspapers in the fall of 1934 were . 


earning less than $20 a week and 28 
percent $50 or more, according to a 
survey made by the Bureau of Labor 
Statistics. In April 1930 only 13 per- 
cent of the editorial workers employed 
by the same newspapers earned less 
than $20, while 41 percent received $50 
or more. Only 3.4 percent were receiv- 
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ing $100 a week or more in the fall of 
1934, as against 5.7 percent in April 
1930, the “Monthly Labor Review” 
reports. 
Collective bargaining 

In 103 elections by employees to 
choose representatives for collective bar- 
gaining purposes, conducted by the Na- 
tional Labor Relations Board and 17 
regional labor boards, 45,397 employees 
were eligible to vote and 36,433 cast a 
vote. Of the 35,024 votes which were 
valid, 20,682, or 59 percent, were for 
trade unions. Of the 528 units involved 
in the elections, only 41 were inde- 
pendent unions. The American Federa- 
tion of Labor won 268, or 55 percent, 
of the 487 units in which it was in- 
volved. 
Work study 

The making of a ton of steel products 
creates 53 hours of labor in plants op- 
erating at from 55 to 60 percent of 
capacity, according to a study made by 
the Bureau of Labor Statistics. This is 
made up as follows: 11.5 hours in min- 
ing the coal and ores; 10 hours in 
transportation; 1.5 hours in coke manu- 
facture; 28.6 hours in steel manufac- 
ture; and 1.3 hours in administrative 
labor. The data are based on studies 
made in plants of 15 representative 
steel companies. 
Textile wages 

A considerable increase in average 
hourly earnings in the cotton-textile in- 
dustry took place as a result of the 
adoption of the code in July 1933. 
Later, however, there was throughout 
the industry a loss of status for the 
skilled and semi-skilled groups. An 
even greater reduction occurred in the 
wage differentials between groups which 
were customary during the period 1920- 
30. The wage differential between 
North and South decreased due to the 
tendency of wages in the northern mills 
to decline and of those in the southern 
mills to stay constant. 


Quick results 

Tom: “Did you give your wife that 
little lecture on economy you talked 
about ?” 

Dick: “Yes.” 

Tom: “Any results?” 

Dick: “I’ve got to give up smok- 
ing.”—Colonial News. 


Insuring safety 
John: Teacher, can someone be pun- 
ished for something he didn’t do? 
Teacher: Why, no, of course not. 
John: Well, l haven’t done my arith- 
metic. 


a 
1935: Credit Interchange Year 









Banking 


WHEREAS, the National Association of 
Credit Men and its affiliated organizations 
throughout the Nation played an important 
part in 1913 in making possible the Federal 
Reserve Act, have followed closely the work- 
ings of this great legislation throughout the 
years and have been deeply interested in pro- 
posals made from time to time to amend the 
act and particularly those contained in the 
Banking Bill of 1936 now before Congress; 
and 


WHEREAS, it is extremely difficult to 
determine what effects the proposed realign- 
ment of duties’ responsibilities and authority 
between the Federal Reserve Board and the 
Federal Reserve Banks will have on banking 
control, our banking and commercial struc- 
ture, and indeed our whole credit system; 
therefore be it 


RESOLVED, that the National Associa- 
tion of Credit Men gathered in convention 
the week of June 17, 1935, at Pittsburgh, 
Pennsylvania, urge upon our representatives 
in Congress that before taking final action 
upon proposals so controversial as are con- 
tained in the Banking Bill before them, with 
opinion so sharply divided among banking, 
business and economic leaders, with the 
thought ever before us that the Federal Re- 
serve System must be kept as free from 
attack, political or ‘otherwise, as possible, 
and must always have the utmost confidence 
of the people of the country,—they proceed 
cautiously in = action on the proposed 
bill, it being our firm opinion that for the 
present there should be appointed a com- 
mittee of Congress non-partisan in com- 
plexion, which, free from the necessity of 
immediate action, shall proceed to continue 
studies of the entire banking system of the 
country looking toward the introduction of 
a bill which shall have the widest possible 
acceptance of the men best qualified by study 
and experience in banking affairs; and be it 
further 


RESOLVED, that as steps may be taken 
to give increased power to the Federal Re- 
serve Board at Washington, it is essential 
that in the new alignment of the duties of 
the Board its membership must be non- 
partisan and as independent in their decisions 
as is the case with the membership of the 
Supreme Court of the United States. 


Credit Interchange Service 


WHEREAS, the fostering and develop- 
ment of the Credit Interchange System of the 
National Association of Credit Men is an 
outstanding achievement in the field of 
credit service; and the assembling and dis- 
seminating of ledger information has been 
successfully developed, because it is purely 
cooperative, the interests of the inquirer, the 
giver and the customer being mutually pro- 
tected, and 


WHEREAS, an unrestricted, fully recip- 
rocal exchange of ledger experience informa- 
tion between creditors provides the only 
solid foundation on which they may work in 
complete harmony, 


THEREFORE, in the interest of economy, 
Protection to the credit fraternity, and the 
avoidance of duplication of time, effort and 
expense to the credit executive, 


BE IT RESOLVED, that the National As- 


sociation of Credit Men in Convention 
assembled at Pittsburgh, Pennsylvania, June 


“Be it resolved ... 
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17-21, 1935, discourages, insofar as it ap- 
pears practicable, the using and answering 
of the direct inquiry, stressing with such in- 
quirers, the wide coverage of the Credit 
Interchange System, and its usage, as the 
best guide available for the protection of 
sound credit, and 


BE IT FURTHER RESOLVED, that this 
Convention lends its unanimous approval 
and endorsement of the Credit Interchange 
System, and urges a broader usage and cov- 
erage among the members of this Associa- 
tion, thereby assisting in the support, 
development and promotion of sound credit 
which is the foundation of sound business. 


Inflation 


This Convention vigorously reaffirms the 
historic stand of the National Association of 
Credit Men against proposals to bring about 
by legislation or edict, further changes in the 
value of the American dollar, bearing in 
mind that manipulation of dollar value in 
answer to debtor clamor or political expedi- 
ency will inevitably tend toward a cheaper 
and cheaper dollar until confidence therein 
is lost and a costly and drastic corrective has 
to be applied. Dollar manipulation in our 
opinion will mean the disappearance of in- 
vestment funds and the drying up of capital 
accumulation. 


We are not insensible of the fact that 
hard money so called demands of us at times 
a high degree of self-discipline and a strong 
sense of personal responsibility to meet ob- 
ligations but we take this occasion to point 
out that these are the qualities essential to a 
solid political and economic structure, and 
we believe that in this protest against dollar 
manipulation we are but seeking to protect 
ourselves against forces which, if not con- 
trolled, will shake the very foundation of 
the Republic. 


Legislation 


During the past year the National Associ- 
ation of Credit Men has again assumed full 
leadership in legislative matters respecting 
credit. We hereby express our sincere thanks 
to the members of the Committee and to the 
office staff which so ably assisted the Com- 
mittee. We also take this occasion to thank 
Mr. Paul H. King of Detroit and his asso- 
ciates in the National Bankruptcy Conference 
for their contributions to Bankruptcy Law 
improvement and for their cooperation with 
our Committees. We express the belief that 
the National Association of Credit Men’s 
relations with the various Bar associations 
and their committees and the American 
Bankers Association and its committee, as 
well as other organizations, are closer and 
friendlier now than ever before. Credit for 
these accomplishments rightfully belongs to 
the efforts of the Committee on Legislation 
and Bankruptcy. The convention would urge 
the executive manager to persevere with his 
interest in the legislative field and would call 
upon all local associations of credit men to 
cooperate in the fullest way whenever situa- 
tions arise where they may 4 needed. There- 
fore, be it resolved that we do express our 
sincere thanks and appreciation as to all mat- 
ters referred to in the premises and that 
copies of this resolution be sent to all those 
in interest. 
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Balanced Budget 


This Convention of the National Associa- - 
tion of Credit Men views with concern the 
excess of governmental expenditures over 
governmental receipts. Our own experience 
and history too point to ultimate disaster if 
such excesses are not checked. We believe 
that the enormous expenditures of our Fed- 
eral Government made during the blackest 
months of the depression may have been 
justified by the fact that the magnificent 
Credit of the Federal Government stood be- 
tween us and economic panic, but we must 
now recognize that we have not the right 
to employ the methods appropriate only for 
emergency when emergency is largely over- 
come. 

The theory so commonly held that we can 
spend our way back to prosperity and gen- 
eral employment is losing acceptance. The 
factor that makes for normalcy and generally 
increased employment is the establishment of 
confidence, and confidence will not arise 
when we have before us the example of our 
government expending enormously and bor- 
rowing against a future that is certain to 
have its own emergencies to wrestle with. 
We believe even the credit of the United 
States, magnificent though it has long been, 
will not stand unimpaired unless a deter- 
mined effort is made at once by our people 
against spending programs that are beyond 
the power of most minds to comprehend. 

We believe steps should be taken at once 
looking toward the bringing of governmental 
expenditure and governmental income into 
balance, and by this we mean governmental 
expenditures over all—both for the ordinary 
operations of government and for relief and 
related services. 


We believe this organization will perform 
well for the years immediately before us and 
for the more distant future, as it assumes 
its leadership for a balanced Federal budget, 


based largely on a greatly reduced expense 
program. 


International Trade 


The part that American foreign trade, both 
import and export, is to play in speeding our 
own economic and business recovery and in 
solving international problems is rapidly 
again becoming recognized. We now are 
thinking of world recovery in terms of the 
free flow of goods among the Nations, and 
important to that end is the stabilization of 
exchange and the elimination of arbitrary re- 
strictions, import quotas and trade barriers. 

The problems of foreign exchange and the 
difficulties resulting therefrom under present 
conditions throughout the world make the 
greatest impediment to the free movement of 
international trade. We cannot expect to 
maintain our position in international com- 
merce if we continue to hold a creditor posi- 
tion based on a debtor psychology. We must 
import the goods a products of other 
countries and make use of services of other 
nationals if we are to expect that they in turn 
will purchase American products and manu- 
factures and use American services. 


As a facility in advancing foreign trade, 
we endorse the newly created Export-Import 
Bank of Washington, organized to assist in 
intermediate and long term financing beyond 
the ability of commercial banks to provide. 

This Convention of the National Associa- 
tion of Credit Men expresses sincere appre- 
ciation for the increased interest of our gov- 
ernment in the countty’s foreign trade and 
for the efforts now being made to find prac- 
tical methods of eliminating hindrances to 
the free flow of international commerce. 
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Insurance 


digest 


Inaugurated be- 
cause of the credit 
fraternity’s close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Insurance 

yy group meets 

An insurance group session held in 
conjunction with the 40th Annual Meet- 
ing of the National Association of 
Credit Men at Pittsburgh, Pennsylvania, 
adopted the following program for the 
ensuing year: 

1. The furtherance of sound insur- 
ance among credit executives and credit 
risks. 

2. The alleviation of credit losses 
due to inadequate and improper insur- 
ance in all branches. 

3. Dissemination of educational in- 
surance data, particularly on the less 
familiar forms of protection. 

4. The establishment of a credit 
men’s Bureau of Information on insur- 
ance problems. 

This meeting of insurance company 
representatives (comprising a total of 
87 fire, life, casualty and surety com- 
panies) was prompted as a result of a 
Survey of Insurance Buying Practices 
among Credit Men in which it was dis- 
closed that only 30% suggested or in- 
sisted that their customers carry fire 
insurance; only 10% windstorm insur- 
ance; and only 4% to 5% other allied 
forms of protection. 

Ie was felt that not only is it the 
duty of the credit man to insist on more 
complete protection to safeguard his 
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credit extension, but also that it was 
the duty of the insurance companies to 
assist him in ‘this respect. 

In this connection the National As- 
sociation of Credit Men have observed 
the growing importance that credit 
executives attach to their customers hav- 
ing insurance protection through the 
increasing use of the Association’s ‘‘In- 
surance Statement” form. This form 
developed several years ago by the Na- 
tional. Association of Credit Men, is 
used to supplement the regular Finan- 
cial Statement Forms that the credit 
seeker is asked to fill in. “The Insur- 
ance Statement’’ contains 17 questions 
pertaining to the customer’s insurance 
protection. The National Association 
of Credit Men and its official organ, 


“Credit and Financial Management,” | 


constantly stress the thought that “In- 
surance is the backstop of Credit.” The 
insurance group went on record as 
unanimously in favor of the universal 
use by credit men of this “Insurance 
Statement” form so essential to the 
proper analysis of a credit risk. 

In behalf of his work as sponsor of 
this group, D. C. Campbell, of the 
Chicago Office of the Fidelity-Phenix 
Fire Insurance Company, was re-elected 
Chairman for the ensuing year. Mr. 
Campbell will strive to obtain outstand- 
ing insurance speakers on the program 
of the next Annual Meeting of the 
Credit Men’s National Association, as 
well as at various meetings of the local 
credit associations throughout the year. 


Premiums up, 

losses down 

A change in trend is noted in 1934 
reports of both casualty and fire com- 
panies which, after several years’ un- 
favorable experience, now show mate- 
rial premium increases and a return to 
more normal loss ratios, E. J. Jutz 
writes in “The Weekly Underwriter.” 

During each of the years 1931, 1932 
and 1933 casualty premium income de- 
creased, total income of American com- 
panies and of foreign companies and 
United States income of foreign com- 
panies for the respective years being 
$924,034,416, $754,330,802 and $719,- 
007,906. 1934 showed an increase to 
$840,311,248, or more than 16 percent. 
Loss ratios, which had increased from 
55.7 in 1931 to 61.0 in 1932, declined 
to 55.0 in 1933 and 48.2 in 1934. 

Fire companies experienced parallel 
trends. 1931 premium income of $925,- 
331,079 decreased to $827,405,474 in 
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AUDIT YOUR 
INSURANCE 


Have a survey made of 
your Insurance during 


the Summer when bus- 
iness is slow. It costs 
you nothing. 


Old surveys should be 
brought up - to - date: 
values fluctuate, and 
the new contracts need 
scrutinizing. We will 
gladly send you our 
Insurance Survey 
Forms, and the name 
and address of our 
local agent. 


mH American 


INSURANCE COMPANY 
Newark, N. J. 


Incorporated 1846 
Policyholders’ Surplus $11,284,955 


An Old Line Stock Company 
writing all forms 
of Property Insurance 
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1932 and to $732,954,420 in 1933 but 
increased to $769,351,196 in 1934. 
Loss ratios, which had increased to 53.7 
in 1931 and 56.5 in 1932, decreased in 
1933 to 44.7 and in 1934 showed a 
further decrease to 42.6. 


q 
Bill Nye on insurance 

“I would not try to keep house with- 
out life insurance. Six years ago I was 
caught up into heaven, and returned 
with thanks, by one of the most destruc- 
tive cyclones that ever visited a repub- 
lican form of government. A great 
many lives were lost, but I was spared. 
People who had no insurance were 
mowed down on every hand. Of course, 
I had my leg broken in two places, but 
that might have been avoided if I had 
taken out an accident policy. 

“Twice I have almost raised my wife 
‘into affluence, and cast a gloom over the 
whole community in which I lived, but 
something happened to the physician 
for a few days so that he could not at- 
tend me and so I recovered. 

“My wife at first objected seriously to 
an insurance on my life, and said she 
would never, never touch a dollar of the 
money if I died; but after I had been ill 
a few months and my disposition had 
suffered a good deal, she said I need not 
delay the obsequies on that account. 

“I take pleasure in saying to those to 
whom these presents may come that 
since I became fully insured my health 
has improved so much that it is a sub- 
ject of profound congratulation on my 
part and of the deepest disgust on the 
part of those who would naturally in- 
herit my vast wealth.” 

—"Kablegram” 


"Loss leader" is 


n big problem 


The use of the “loss leader’ has long 
been a problem in the competitive field. 
The practice of selling an article for less 
than its cost to the seller is prevalent 
throughout industry. But as used here 
the term is limited to retail trade, where 
the practice is most prevalent and most 
troublesome, ‘The Blue Eagle” of May 
6 reports. 

The use of the loss leader has come 
to be regarded as a matter of public 
concern. If it is used to deceive cus- 
tomers as to the quality of merchandise, 
it is an unfair competitive practice. It 
may be employed by the large, power- 
ful, and well financed producing con- 
cern against the smaller enterprise. The 
giant producing concern, with its large 
resources and many chain outlets, may 
subsidize a price-cutting campaign in 


one locality or at one time and, after 
forcing rivals to the wall, recoup from 
another territory or at another time. 
The small producer may likewise be- 
come the victim of the loss leader. 
Many concerns, which are his outlets, 
may not be able to meet the lower price 
and customers may shift purchases to 
rival lines. 

It is hard to justify the loss leader in 
terms of economy and efficiency. It is a 
device, not of the technology of mer- 
chandising, but of the business struggle 
for customers; it makes appeals not by 
lowering costs but by selling below cost. 
The rivalry between retailers should be 
based upon practices which promote 
economy in merchandising, not upon 
sheer financial strength of predatory 
tactics. 


Census of change 

yin wholesaling 

Of the 164,101 wholesale establish- 
ments in business at the beginning of 
1934, 12,015 were established during 
the year 1933 and of the total, 37,846, 
or 23.1 percent, had come into existence 
since 1929 when the first census of dis- 
tribution was taken, according to an 
analytical study of new establishments 
appearing in the wholesale field between 
1929 and 1933 recently completed by 
the Bureau of the Census. In contrast, 
of the 169,654 establishments report- 
ing to the Census of Distribution 1929, 
43,399 had disappeared from the pic- 
ture by January, 1934. 

The study shows that establishments 
engaged in the distribution of goods, 
clothing, and other necessaries tend to 
be more stable than those engaged in 
the selling of commodities of the raw 
material type. It shows also that from 
1929 to 1933 outlets owned and con- 
trolled by manufacturers primarily for 
the distribution of their own products 
tended to remain more stable than did 
independent wholesalers. Agents and 
brokers and assemblers and country buy- 
ers were the most ephemeral of the five 
functional type groups discussed. 

Data are given showing the net 
sales, operating expenses, employment 
and payroll for the new establishments. 
In addition to showing the information 
for the country as a whole, the informa- 
tion is shown for 8 selected States, rep- 
resenting various geographic areas of 
the United States and the diversified 
kinds of wholesale business. 

Copies of the publication, which is a 
PWA project, may be obtained free 
from the Bureau of the Census, Wash- 
ington, D. C. 
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We uphold the 
cooperative activities 
of stock fire 
insurance companies 
for the promotion 
and support of those 
correct and ethical 


practices so essential 


to the solvency of the 
cilia the 
protection of the 
public, and the 
orderly conduct of the 


business. 


THE PHOENIX 
INSURANCE COMPANY 


of Hartford, Conn. 


Cash Capital................. $6,000,000.00 
Net Surplus............21,250,119.18 
ai die teainicenccntina 37,779,222.10 


Time Tried and Fire Tested 
since 1854 






































































































Answers to 


credit FA 


4 questions 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
— legal rights and liabilities. 
Such advice should be obtained from an 
attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as 
to the general principle of law involved. 


Sales policy 

QO. Will you let us have your 
Opinion on a hypothetical case wherein 
a manufacturer refuses to sell a dealer 
the products made by that manufac- 
turer? 


This is not from the stand point of 


Don’t Leave It 
to Chance 


Mahany things in 


life are dependent on the 
whims of chance. But there 
is one thing which need not 
and should not be left thus 
insecure. That is the future 
well-being and support of 
those who are dependent on 
you. 


Life insurance is the only 
way of taking the element of 
chance out of your family’s 
economic future. Let us send 
you our booklet which tells 
how. 








































LIFE INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS 














197 Clarendon Street, Boston, Mass. 


Send me your booklet showing how life 
insurance takes the uncertainty out of the 
future. 
























the dealer's credit being unsatisfactory 
but more from the standpoint that the 
manufacturer does not want to antago- 
nize another dealer in the same town 
where the dealer operates. 

A. We would suggest that you con- 
sult a lawyer with regard to all the cir- 
cumstances regarding the individual 
case that you have in mind when sub- 
mitting this hypothetical question. Deal- 
ing entirely in generalities it is our 
opinion that the law does not require 
any person to sell merchandise against 
his wishes. He may sell to whomso- 
ever he pleases and may refuse to sell 
to anyone for any reason or no reason. 


Bank check 

Q. Here is a matter that has been 
very perplexing, and decisions of ref- 
erees and examiners have been incon- 
sistent with sound practice. 

A check is sent for collection to the 
bank on which it is drawn. The check 
is duly received at the bank and charged 
against the drawer. The bank is closed 
by Examiner that day and remittance 
has been made to the sender. 

First: Can the bank legally charge 
against the maker of the check an 
amount not paid by the bank to the 
drawee? 

Sécondly: From whom must the 
creditor now collect? 

A. This question is fully and com- 
pletely answered at length in the Asso- 
ciation’s Credit Manual of Commercial 
Laws for 1935 beginning on Page 283. 


Retaining title 

QO. We do a nationwide business 
selling equipment, and have had some 
difficulty in view of the fact that the 
title retaining clause contracts are not 
good in some states. 

Can you tell us of any form that will 
hold water in all of the states or even 
in the majority of states, indicating to 
us where these forms would be good? 

A. The laws of ‘the various states 
differ as to form of instrument neces- 
sary to retain title to merchandise sold 
on the deferred payment basis. No 
single form of instrument would be 
good in all states, but it is my offhand 
opinion that there is no state in which 
title cannot be successfully retained if 
the form of contract used is drawn in 
accordance with the requirements of the 
particular jurisdiction. 

Many of the states have the Uniform 
Conditional Sales Act and in most of 
the other states the statutory require- 
ments are similar to the requirements 
of the Uniform Act, but in the remain- 


When writing to advertisers please mention Credit & Financial Management 


CREDIT and FINANCIAL MANAGEMENT 





ing minority of jurisdictions, there are 
statutory or common law peculiarities 
that may necessitate the use of bailment 
or lease contracts or chattel mortgages. 


Finally, it seems to me that the only 
way this matter would be successfully 
handled would be to retain counsel to 
draw up the proper form of instrument 
for the states in which a standard form 
would not be suitable. 


Receivership 


Q. We are interested in quite a sub- 
stantial amount in a certain receiver- 
ship in an eastern city. We have fre- 
quently requested the receiver to pro- 
vide reports pertaining to the case and 
the meagreness of the replies that we 
have received more or less has bor- 
dered on insolvence. 


We will be interested in knowing, 
as a general rule, just how much infor- 
mation a general creditor can demand 
from receivers in such cases, whether 
the receivers can be compelled to fur- 
nish such information or whether it is 
necessary to make a formal request to 
the court, and if so, which court, or 
whether a creditor is compelled, in 
order to know what is going on in con- 
nection with a receivership or trustee- 
ship, to place the same with an attorney 
or association to be represented, in 
order to obtain reports in connection 
with any particular case. 


A. A creditor is entitled to request 
from the receiver information with re- 
spect to the status of the proceeding in 
which the receiver is acting. Such a 
request must, of course, be within rea- 
sonable limits. If receiver refuses to 
furnish appropriate information on re- 
quest, application may be made to the 
court in which the proceedings are 
pending, for an order directing the te- 
ceiver to furnish information and the 
court will, in an appropriate case, enter 
an order directing that any reasonable 
demand be complied with. 


Application for such an order must, 
of course, be made by an attorney-at- 
law or by the creditor in person. No 
layman, association or lay agency, in 
the strict interpretation of the law, is 
permitted to appear before the court 
in a legal proceeding. 

As a practical matter, it is burdensome 
for a receiver to answer individual in- 
quiries from numerous creditors. A 
receiver will usually comply with a re- 
quest for information made by a cred- 
itors’ committee, an attorney-at-law, of 
by an association which represents 4 
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he will comply with requests from indi- 
vidual creditors. 

The several associations of credit men 
can be of great assistance to creditors 
in obtaining information of this sort. 


Commissions 

Q. We understand that there has 
been some new law enacted in New 
York State that prohibits collection 
agencies or laymen from dividing com- 
missions with attorneys in collection 
matters that may be forwarded. You 
advise us whether or not we are prop- 
erly informed. 

A. I presume that you refer to 
Chapter 577, Section 275-A of the Laws 
of 1935 effective July 1st, 1935, which 
is as follows: 

“Sharing of compensation by attor- 
neys prohibited. 1. It shall be un- 
lawful for any person, partnership, 
corporation, or association to divide 
with or receive from, or to agree to 
divide with or receive from, any at- 
torney at law or group of attorneys 
at law, whether practising in this 
state or elsewhere, either before or 
after action brought, any portion of 
any fee or compensation, charged or 
received by such attorneys at law or 
any valuable consideration or reward, 
as an inducement for placing, or in 
consideration of having placed, in the 
hands of such attorney at law, or in 
the hands of another person, a claim 
or demand of any kind for the pur- 
pose of collecting such claim, or 
bringing an action thereon, or of 
representing claimant in the pursuit 
of any civil remedy for the recovery 
thereof. But this Section does not 
apply to an agreement between attor- 
neys and counsellors at law to divide 
between themselves the compensation 
to be received.” 


a 
Slight misunderstanding 
Algernon (reading joke) —‘‘Fawncy 
this, Percy, a chap here thinks that a 
football coach has four wheels.” 
Percy—‘Haw! haw! And how many 
wheels has the bally thing?” 





Paste This in Your “Reminder Book’’ 


It May Save You Money 


When You Need 


INFORMATION or ASSISTANCE 


in WASHINGTON 


use the new 


WASHINGTON SERVICE BUREAU 


of the National Association of Credit Men 


Many members are using this Bureau to obtain: 


1. Information Regarding Gov- 
ernment Contracts. 


2. Assistance and information 
concerning claims and accounts 
owed them by the Government. 


3. Information about Govern- 
ment awards, status of projects, 
amounts paid under contracts, 
etc. 


4. Personal contact service with 
Government Departments. 


5. Advice on procedure in han- 
dling Washington problems. 


6. Reports on the status of 


legislation. 


—and other services of a similar kind 


WASHINGTON SERVICE BUREAU 


NATIONAL 
755 Munsey Building 
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C. F. Baldwin, Manager 


OF CREDIT MEN 
Washington, D. C. 
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Corporate 
yy reorganizations 
(Continued from page 29) 
of its provisions. These ambiguities are 
being clarified by court decision. When 
the United States Supreme Court pro- 
mulgates General Orders and the local 
courts adopt rules covering procedure, 
the practice will become standardized 
and a large part of the delay and con- 
fusion will be eliminated. 

Some congestion is due to the fact 
that in proceedings under Section 77B 
referees do not have the judicial powers 
which they have in bankruptcy. The 
enactment of Section 77B has dim- 
inished the work of the referees and 
greatly increased the work of the judges. 
Special masters, who may be referees, 
may be appointed to consider and report 
to the judge. All orders, however, must 
be made by the judge. 

A suggestion has been made that the 
Act be amended to give to referees in 
proceedings under Section 77B some 
of the powers which they now have in 
bankruptcy. This would relieve the 
judges from a large part of their bur- 
den. There may, however, be some 
doubt about the desirability of such a 
change. After a full consideration of 
the matter, Congress deliberately pro- 
vided that all orders in proceedings 
under 77B should be made by a judge 
and that none of them should be made 
by a referee. It may be feasible to draft 
an amendment to the present statute 
which would permit certain routine- 
orders to be made by referees without 
giving referees the full powers which 
they now possess in bankruptcy. 

The difficulties which have been ex- 
perienced in connection with proceed- 
ings under Section 77B seem to be due 
largely to ambiguities in some of the 
provisions of the statute and to un- 
certainty as the procedure to be 
followed. These matters are being clari- 
fied by court decisions. Further clari- 
fication may, perhaps, result from court 
rules or minor amendments to the Act. 

The fundamental principles underly- 
ing this legislation are sound and will 
undoubtedly have a permanent place in 
our legal system. 
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Insure profits in 1935 with 
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You couldn’t do 
the job yourself! 


BUT—if you tried to handle adjustments 
you'd HAVE to HAVE among other things: 


1. An office. 
2. A trained corps of assistants. 
3. Knowledge of merchandise and values. 
4. Skill in business management. 
5. Facility with words. 
6. Analytical ability. 
7. Acquaintance with the intricacies of human nature. 


8. Intimate knowledge of the workings of State and Fed- 
eral Laws and Courts. 


9. A full understanding of the methods of others in a simi- 
lar business in the key markets of the country. 


10. Sufficient capital to remain in business. 





11. Enough prestige to command the cooperation and re- 
spect of the debtor, the creditors, the banks, the attorneys 
and courts. 


12. Strong enough body and nerves to stand the heavy 
strain of day and night work. 


Of course, these are only some of the requirements. 


Fortunately, you have an elaborate system with all the 
requisite elements ready for use. 


TAKE YOUR PROBLEMS TO THE 


ADJUSTMENT BUREAUS 


affiliated with the 


NATIONAL ASSOCIATION OF CREDIT MEN 
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Men on the market. Young men starting their careers. Older 
men, shouldering the executive burden of business, accepting 
the trusteeship of funds, carrying the responsibilities of 
public office! 


In this market for men one measuring rod is universally 
accepted. It is the fidelity bond issued by the surety companies 
of the country. To business and to government it is a necessity 
without which security would be seriously hindered. For 
the individual ...a badge of honor, a testimonial to merit. 
Maryland bonds, guaranteeing faithful performance of re- 
sponsibilities assumed by individuals, have for years brought 
protection and financial security. 


TESTIFYING TO THE MERIT OF MEN 












The Maryland also offers broad casualty insurance protec- 
tion. It provides this essential service to individuals and 
corporations underwriting their risks of accidents, plate-glass 
breakage and burglary losses; writes policies covering many 
hazards encountered in operating department stores, hotels, 
apartment houses, theatres, garages and service stations. 
Maryland automobile insurance is a day and night service, no 
farther from you than your nearest telephone or telegraph office. 


The complete bonding and insurance safeguards offered 
by Maryland are available everywhere. 10,000 agents cover 
every state in the Union...also Alaska, Canada, Cuba, Porto 
Rico, Canal Zone, Mexico and Hawaii. 





The Maryland writes more than 40 types of Casualty Insurance, including... Aircraft... Automobile... Accident and Health... Burglary...Boiler...Elevator... Engine... Electrical 
Machinery... Fly-Wheel...General Liability...Plate Glass...Sprinkler Leakage...Water Damage...Workmen’s Compensation... More than 20 bonding lines, including Fidelity... 
Bankers’ Blanket...Check Alteration and Forgery... Contract... Depository...Fraud... Judicial... Public Official Bonds 





MARYLAND Casualty COMPANY 


SILLIMAN EVANS, President 





BALTIMORE, MARYLAND 
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How Higher Building Costs Affect 
insurable Values 


F complete indemnity against loss is to be 
obtained, the sharp rise in building con- 
struction costs during the last two years must 
be taken into consideration in determining 
the amount of insurance to be carried. The 
extent of this rise is indicated by the fact that 
a building constructed at a cost of $100,000 
in 1913 would have cost $152,000 to re- 
place in June, 1932; $188,000 in October, 
1933; and $200,000 in June, 1934. 
This advance in building costs is important 
because replacement costs and depreciation 
govern insurable value, which is in no way 


related to saleable value, created and regu- 
lated by demand. To entertain the idea that 
an occupied building of any type having a 
replacement value of $30,000 should be in- 
sured for only one-half that amount because 
no more than $15,000 may be realized by 
its forced sale is a fallacy. 

Obviously, therefore, insurable values es- 
tablished in 1931 and 1932 need to be re- 
adjusted; and the amount of insurance on 
any building erected during 1931, 1932 or 
1933 should be brought into line with the 


pronounced advance in building costs. 


1913=100 


1932 a 19 33 


1932 Avenace = 157 


1934 Avenace «196 1935 
Avenact 
( 3Mes) 

196 
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